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GROW WITH CLU 


The CLU movement is growing... and those who hold the 
designation are growing, too. 


For Example: 


@ Last year 813 received CLU designations, an 
18% increase over the previous year. 

@ A total of 442 study classes met in 211 cities 
during the 1959-60 academic year. 

@ In June 1960, 6773 candidates took 8,499 
examinations at 186 university centers. 

@ CLUs are highly successful income-wise, with a 
median annual income of nearly $20,000. 

@ CLUs produce about 50% more business than 





comparable non-CLUs. 

@ The American College of Life Underwriters 
this year completed Huebner Hall, its new 
headquarters (shown above) at Bryn Mawr, 
Pennsylvania. 


CLU study can increase the life underwriter’s comprehension 
of the economic, social and technical aspects of life insurance 
...his convictions about the product he is selling... his 
confidence in his approach to prospective clients. 

If you have not started your CLU studies, talk with your 
general agent or manager, or write to Dean Herbert C. 
Graebner, American College of Life Underwriters, Bryn Mawr 
Avenue, Bryn Mawr, Pennsylvania. 
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HEADED FOR THE TOP 


Alvin Baggett is definitely on his way 

up. Through Occidental’s Career Analysis 
Program, he was selected to manage 

the Occidental Agency in Houston, Texas. 
Since then, his has become one of the 
leading agencies in the Company. 

In addition, Alvin has earned membership 
in Occidental’s Millionaire’s Club and 
Top Honor Club. 


With Occidental’s emphasis on modern 
training techniques, effective 
merchandising and close home office 
supervision, Alvin Baggett will continue 
to advance in the Life Insurance 
Business. If you'd like to know more 
about opportunity at Occidental, write 
Cou Browne, Executive Vice-President, 
for details. Management positions now 
available in Southern and Western States. 


ALVIN D. BAGGETT 
Manager 
Houston, Texas 
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An average man is... 


. one who is content to stay 
as close to the bottom as he is to 
the top. National Life is happy 
to say that among its thousands 
of field representatives from 


coast-to-coast, there is not an 


average man among them. 


THE 


NATIONAL LIFE 
AND ACCIDENT 


INSURANCE COMPANY 


MOME OFFICE _ NASHVILLE, TENNESSEE 
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Life Steck Index 





' haakveoeunenwepnnveananunnrnanawseeke une & eH 
End of 1957 1958 1959 1960 1961 
Januery ........ 147.4 144.0 191.5 187.9 210.2 
February ....... 142.7 142.3 186.3 189.6 224.4 
i Re ry 142.5 142.6 184.5 184.1 236.1 
April 148.2 142.3 188.7 176.8 249.1 
May... .saeeetes 156.9 146.2 183.4 174.3 263.3 
WONG... <aganeee 154.5 147.8 180.3 176.3 
SY ieee: 162.3 159.2 198.0 178.7 
August ......... 153.5 160.9 198.4 184.6 
September ..... 149.7 163.0 187.0 171.4 
October ........ 134.7 170.7 184.1 174.8 
November ...... 138.9 187.8 188.7 181.2 
December ...... 134.2 191.0 190.4 193.0 


The Life Stock Index contains the stocks of 30 life insurance com- 
panies, and the base period 1941-1943 is equal to 10. 


Insurance Stocks 


Over-the-counter Market 


1960 Range Bid Price 





LIFE COMPANIES High Low 4/28/61) 
Aeeheig OMe. .oiciivs ss cad coibnehe tiieas be reb sede tks 114%, 94%, 110 
American General Insurance ............... 0.000000 52 30! 47 
Ammetianth Pee 8s. asec chan < oe rene nee ed Vash aie oe 14 6 12% 
pe ee RS ne ee eer a 13} 7 
Seeet MMNEE ss re ccc cse... 4l G 2 
ee BO Oar a oie ae % 14 31% 
Business Men's Assurance () son's 5 OE) RR 33 be 
California Western States (b) ......... ee 45!/2 68 
Commonwealth of Kentucky ............. ee 21 39, 
Connecticut General (g) ........ ys Fae a 199 220 
Continental Assurance ........ Dis ay ktavvebanate 63 246 
Franklin Life ..... dio oie SURED heh eke 126'/, 76/2 122 
Gov't. Employees Life Siva bic bbe nae e Rae 130 63 120 
Gulf Life sais ee 0's d MARIA eae ea oa 30!/ 18!/, 28% 
Jefferson Standard A rhe 42 60'/, 
Kansas City Life ee .... 1770 1330 1730 
Liberty National (h) . * eres 43%, 65'/2 
Life & Casualty . Sa \ates 40 beaten 25% 16) 22% 
Life Insurance of Virginia te) ae 7 54 86'/, 
Lincoln National (d) if > i. Se 90!/2 113 
Massachusetts Indemnity ........ jcteetea ae 40 4) 
Monumental Life ...... VEE Riayh eeee 57'/2 73\/2 
National Life & Accident ..... ee 5 163 
National Old Line Insurance .. peers 334 15 29 
North American Life Ins. (Chicago) (b) cont 19% 13%, 19 
Philadelphia Life (b) .......... ae io 7 7I 

uaker City (e) .............. ye 56 4\% §2 

epublic — BPR IS OR ERR se 3g 73% 33 69 
SS BIRR OS SR ae ere 104 88 100 
Southwestern Life ................ Fain ae 52 82 
Travelers Insurance ........ i 125 92 9 
United Insurance ....... 56l/, 30 5424, 
United States Life (j) .. re 35, 66 
West Coast heise. ccsessseisces... ; +s bieeae 30'/, 42 
b) for 10% stock peceent. 

c for 4% stock divide 

} for 2 I split and be stock dividend. 

for 5% stock divid 


for | stock dividend. 
for 33'/,% stock dividend. 
for 25% stock'dividend. 
for stock dividend. 
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Maxwell Rapaport, CLU, starts his 
busy days by dictating to secretary 
Frances Treadwell, making appoint- 
ments, and going over the calendar. 
He’s a member of Equitable’s Sidney 
J. Smith Agency in Portland. 


The Equitable Life of 
Max Rapaport in Bangor, Me. 


ypecties apmenen 


Th i 
ELA: ah Be ! Energetically makes personal calls. 
—- Here he talks to client Max Kagan 
of the Kagan-Lown Shoe Company, 
while son Irving Kagan looks on. The 
factory building was financed by an 
Equitable mortgage loan. 


ADVANCE GIF'S 


ClwaS 
Rapaport family briefly abandons cozy at left, is a senior at Boston U. Daughter 
home to enjoy the snow. Wife Paulineisin Esa Jane, right, is an eighth-grader at ; oy cc 





WAL 
WN 


the middle, next to Max. Daughter Elinor, the Garland Street Junior High School. 
e . comma __ EE 
A Man’s Prestige somehow 
goes hand in hand with the 
prestige of the company he 
represents. This is why Max 
is proud to be a life under- 
writer for Equitable. It’s a Wholeheartedly joins in city activi- 
full life. And a rewarding ties. Proudly shows William Wilson, 
one. Living Insurance is Executive Secretary of the United 
, Fund, the achievements of the fi- 
more than a need .. . it’s nance and insurance group—in which 
om T). ™ ‘ a career! Max was very active. 
Si 28> 


mas 





ee = an 


Sometimes starts his day with a shirt-sleeve E UIT BLE 
breakfast at the Sales Executives Club where THE A 

he is a director. Other directors, seated left to Life As i 

right, are Philip Chalmers, Irving Hunter, Ed- ao Saeee Tre ne SF me Dames Sates 


ward Beausang and Nate J. Rogers. Home Office: 393 Seventh Ave., New York 1, N.Y. ©1961 





IDEA ROOM 


(Reserved for July 24-25-26) 


Durinc the Annual Meeting of Northwestern Mutual 
agents, this room and others like it will be filled with 
men exchanging ideas. 

The point is: while accommodations such as this belong 
to the Home Office, the meeting doesn’t. Northwestern 
Mutual agents hold their own meeting. 

The reason is simple: a sincere belief that one of the 
best ways for an agent to become more successful is to 
share ideas with other successful agents. 

The room shown above will prove the point on July 
24th, 25th and 26th. On these days, meetings planned 
by agents on subjects selected by agents will be given 
by speakers chosen by agents. 

We take this opportunity to again welcome NML 
agents to Milwaukee and our “idea” rooms. May they 
have a most pleasant trip and a successful meeting. 


EXECUTIVE COMMITTEE OF 
THE ASSOCIATION OF AGENTS 
RicHarp J. Moser, New Albany, Indiana 
Joun H. Vance, Canton, Ohio 
Swwney F, Grez ey, Jr., Framingham, Mass. 
WiuuraM A. Hazverr, CLU, Chicago, II. 


Sist Annual Meeting of 
Northwestern Mutual Agents, 
July 24, 26 and 26, 1961 
Milwaukee, Wisconsin 


THE NORTHWESTERN MUTUAL LIFE INSURANCE COMPANY wiscons:. 
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Conventions Ahead 


JULY 


11-13 United Commercial Travelers of America, Queen Elizabeth, 
Montreal, Quebec. 


27-29 National Assn. of Life Cos., Inc., Sheraton-Charles, New 
Orleans, La. 


AUGUST 


21-23 International Federation of Comm. Travelers Ins. Organiza- 


tions, La Fonda, Santa Fe, N. M 


28-Sept. | National Insurance Assn., Inc., Sheraton-Park, Wash- 
ington, D. C 
SEPTEMBER 
17-20 International Claims Assn., The Greenbrier, White Sulphur 


Springs, W. Va 


Assn. of Superintendents of Ins. of the Provinces of Canada, 
Fort Garry Hotel, Winnipeg, Manitoba. 


18-20 


19-20 Life Insurance Advertisers Assn., Sheraton-Dallas, Dallas, 
Texas. 

24-29 oe aagugg Assn. of Life Underwriters, Denver-Hilton, Denver, 
Colo. 

25-27 


Life Office Management Assn., Shoreham, Washington, D. C. 


National Fraternal Congress of America, Netherland-Hilton, 
Cincinnati, Ohio. 


25-27 


OCTOBER 
9-13 American Life Convention, Edgewater Beach, Chicago, Ill. 
9-11 National Office Management Assn., Regional Conf., Bellevue- 
Stratford, Philadelphia, Pa. 
10 Insurance Economics Society of America, Edgewater Beach, 
Chicago, Ill. 
18-20 Assn. of Life Ins. Medical Directors, Astor, New York City. 
18-20 Institute of Home Office Underwriters, Jung Hotel, New 
Orleans, La. 
25-26 Industrial Hygiene Foundation of America, Mellon Institute, 


Pittsburgh, Pa. 


New Directors 


Bankers Life (La.}: Frank E. Patenotte, president of the 
Guaranty Bank & Trust Company, Amite, Louisiana. 


Great-West Life (Can.): J. E. Morrison, executive vice- 
president and P. S. Bower, vice-president and treasurer. 


Maryland ine py Joseph L. Whyte, vice-president and 
trust officer of the American Security and Trust Com- 
pany, Washington, D. C. 


Metropolitan Life (N. Y.): W. Earle seen president 
of the Royal Bank of Canada. 


Midland Mutual Life (Ohio): Charles W. Grady, adminis- 


trative vice-president. 


8 






Seaboard Life (Fla.}: Sam Luby, chairman of the board 
of Luby Chevrolet Company, which has dealerships j 
Miami, Forest Hills, L. |., Baltimore and Boston and Leg 
Robinson, vice-president of the Dale Federal Savings and 
Loan Association, Miami. 


Standard Security Life (N. Y.): Harold L. Rubman, partner 
in the firm of Rubman and Rubman, C.P.A.'s and Norman 


S. Rein, senior partner of the law firm of Rein, Mound and 
Cotton. 


Ohio National Life (Ohio): Arthur W. Schubert, president 
of Emery Industries, Inc. 


Company Developments 

ARIZONA Admitted 

Mississippi Valley Life Ins. Co. ................00.. Phoenix, Ariz. 

het Reatrmeie sae 8 a es aR an ca ene Phoenix, Ariz. 

Union Santer Life. tna. 400. 2602 os et as ak eee Phoenix, Ariz. 

United Savings and Life Ins. Co. .................. Phoenix, Ariz. 

HAWAII Admitted 

Walley Foee: tite ins. Goes 20s cca oeN nee oes Reading, Pa. 

INDIANA Licensed 

Fort Wayne Mutual Life Ins. Co. ......... .. Fort Wayne, Ind. 
Admitted 

Valley Forge Life Insurance Co. ..................-. Reading, Pa. 

NEVADA Admitted 


Bonneville Life Ins. Co. ...............0. 


Salt Lake City, Utah 
Continental Fidelity Life Irs. Co. ............. 


.Phoenix, Ariz. 


ALBERTA Admitted 
Wawanesa Mutual Life Ins. Co. ............ Wawanesa, Manitoba 


Sales by States 


ouTH DAKOTA SHOWED the greatest rate of increase 
Si: ordinary life insurance sales in April with North 
Dakota second and the District of Columbia third, it is 
reported by the Life Insurance Agency Management 
Association, which has analyzed sales by states for tlie 
month. Countrywide, ordinary business increased 1% 
in April, compared with April 1960, while South Da- 
kota sales gained 42%. In North Dakota, April salcs 
were 26% over a year ago and in the District of Colum- 
bia, 20%. 
For the first four months, Alaska led, up 23%, with 
South Dakota second, up 16%. 
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Month 

anuary . 
February 
March .. 
April ..- 


First four 
May ..-- 
June ..- 
July ..-. 
August | 
Septemb: 
October 
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Decembe 


Year .. 


January 
Februar 
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First for 
May .. 
June . 
July .. 
August 
Septem 
Octobe 
Novem 
Decem 


Year . 


Janua 
Febru 
Marct 
April 


First | 
May 

June 
July 

Augu 
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Nove 
Dece 


Year 











=] board 


ships j Life Sales 


ING Ledhclusive of revivals, increases, dividend additions and reinsurance 
Ngs and acquired. 


In millions (000,000 omitted) 
TOTAL INSURANCE 

































artnergMonth 1960 1961 % Change 
pale ie Ree $4,867 $5,074 +4, 
,) eae 5,399 5,327 —i% 
Nd ORME ch ios... sss sce 6,287 8,879 +419, 
WED! Beate Coke «ska 5,847 6,135 +5% 
First four months ...... $22,400 $22,415 +13% 
esidenife KREG ce ridk ale wel 6,069 
ED Seta a Cr aie’ o Uanee 6,716 
i Beis Sor s 5,923 
MUG ka ba on sea pk 5,900 
September .. 56.6 ss os 5,585 
Cito lier isis cass chee 6,065 
November ........... 6,649 
December ............ 6,992 
Wer Seca saci aan $72,309 


* TOTAL ORDINARY INSURANCE 

















URI es lacks wines $3,547 $3,505 —I% 
MGB ecco 3.894 3.947 41% 
7 ae 4,684 4,685 0% 
POW EE ses sx neal s. wash 4,386 4,412 +1% 
ie, Ariz, | First four months ...... $16,511 $16,549 0% 
. Ariz, 
ix, Aric W MAY scree cece cece eees 4,531 
’ riz, 
iz, Ade pS St ie ere 4,551 
Ade pS MEN ge eae 4,098 
Bk 1 a Ca ae 4,346 
September ........... 4,031 
ES ce ON ews ds 4,32| 
November ............ 4,526 
> > December ............- 4,909 
Meter oS Beas $51,824 
ne, Ind. 
ing, Pa. TOTAL INDUSTRIAL INSURANCE 
ME ho orks wees $491 $503 +2% 
RE SD ere 567 526 —7%, 
a ae 576 605 —5%, 
y, Utah F April... Sag See 597 581 3%, 
x, Ariz. 
First four months ...... $2,231 $2,215 —|% 
ei aaa anaes 656 
: Medi, ssc, «0's 5 607 
seed | ee 541 
Miike ois os Soa ess 569 
September ........... 550 
Me oc. sec pees 580 
November ........... 543 
December ..........-- 485 
_ SSE RS epee oe $6,762 


TOTAL GROUP INSURANCE 














A aR rte $829 $1,066 +29%, 
a a ean 938 854 —9%, 
OS Beanbags 1,027 3,589 +2499, 
TE Seana Rearing ea a 864 1,142 +32% 
rease J | 
aut First four months ...... $3,658 $6,651 +82% 
cite i EP eee 882 
it is MUM C isis bbe bac cess 0s 1,558 
al ai wets open dees 1,284 
mene UT" Tapa aire: 985 
r tlie September ........... 1,004 
1% DO CHMMOR! 5 ic se iinch aie 1,164 
D: November ........... 1,580 
as December ............ 1,598 
sales 
hem eS Pua e tear $13,713 


Sources: Life Insurance Agency Management Association and Institute of 
Life Insurance. 

. * Includes individual policies written on groups of persons. These policies 
with amounted to $12,000,000 in the first four months of 1961 and $205.000,000 in 














J. R. Hogan, President 








e ‘ee mon é 
t Includes $2,151,000,000 railroad employee group. 
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The World's Tallest Marble Office Building 
Future Home Office 


United Insurance Company of America 
41 Storie——One East Wacker Drive—Chicago 


Life Accident Health Hospital 
Home Office—Chicago 5, Illinois 
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Fidelity-Phenix Insurance Company 
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The Yorkshire Insurance Company of New York 

Royal General Insurance Company of Canada 
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ee The life insurance industry has 
had many problems in recent years 
but the present is still A Time of 
Opportunity. for those who will 
tackle the job of strengthening the 
industry with forethought and dedi- 
cation. We are at a pivotal point in 
history and if we take the proper 
turning in the road, economic and 
political competition will be met and 
conquered. On page 16 an insurance 
executive offers a mid-year review 
and suggests what can and should be 
done. 


¢¢® Moral breakdown sporadically 
occurs in all societies. One of the 
areas of American society that must 
be kept free from any attack of epi- 
demic depravity is the insurance in- 
dustry. Policyholders Are People, 
usually good people who buy life in- 
surance out of humane and altruistic 
motives and it is never necessary for 
an agent to resort to gimmicks or 
twisting. The industry serves human 
needs and it thrives best in a medium 
of honesty. Those concerned with 
the future of the industry must re- 
main vigilant against any attempt to 
infect that medium. See page 18. 


eee There is to-day, and has been 
for some little time, strong competi- 
tion for top executive talent to man- 
age life insurance companies. This 
means that a company must provide 
Executive Compensation in line with 
that offered by companies compara- 
ble to it in size and premium volume. 
This is particularly true since the 
recompense of second, third and 
fourth ranking executives, at least, 
is directly related to that of the chief 
executive. On page 20 we are pre- 
senting a recently concluded study 
which not only defines life insurance 


For July, 1961 


compensation patterns in 1960 but 
also explores the trends in the re- 
muneration of the industry’s top 
management during the four years 
from 1957 through last year. 


eee A duplicating machine has 


many uses in any office set-up. One 
insurance company has used the ma- 
chine as a basis for developing a 
system which allows for /ncreased 
Operating Efficiency. The most im- 
portant result of this new system, a 
successful method of agent follow-up 
in pending cases, is described on 
page 34. 


eee Involved in the process of han- 
dling cash transactions are the type 
of checks used, numerical controls, 
preparation, signatures and mailing. 
A most expeditious method of solv- 
ing this problem has been developed 
by one company using IBM equip- 
ment. On page 42 we are publishing 
an account of their efforts to Stream- 
line Cash, 


@@@ On the whole, those involved in 
the Health Insurance field can be 
relatively optimistic. One major ac- 
complishment is the building of im- 
proved hospital relations. A planned 
information projects as part of a 
public relations campaign and the 
re-establishment of liaisons between 
insurers and hospital administrators, 
tend to remove many areas of poten- 
tial friction. The author of Hospital 
Relations on page 52 feels that there 
are many things to be confident about 
despite the government’s aspirations 
to take a more active part in health 
insurance. 


eee Policy replacement is a subject 
of great interest at present. One 
aspect of the problem is whether or 


not these replacements should be 
subject to The Rule of Caveat Emp- 
tor or “buyer beware.” On page 55 
we are presenting an article which 
discusses the applicability of the rule 
in relation to cases involving dis- 
ciplinary or penal proceedings. 


eee There has been so much com- 
ment on the subject of the replace- 
ment of insurance policies that one 
agents’ association decided to find 
out exactly what its members felt 
the problem was ; how extensive and 
how possible of solution. The Re- 
placement Questionnaire it circu- 
lated aroused great interest among 
the members and the volume of an- 
swers was very satisfying. On page 
61 we are publishing a summary of 
the answers along with a number of 
very provocative comments volun- 
teered by the agents. While we do 
not expect that the views expressed 
will produce any immediate panacea, 
they at least will clear the air and are, 
to say the least, refreshingly frank. 


eee The installation of electronic 
data-processing equipment in a com- 
pany immediately demands drastic 
changes in the approach to procedure 
problems. The development of pro- 
cedures requires careful, detailed and 
complete planning starting with an 
examination of the basic require- 
ments of the work to be done, rather 
than a consideration of the current 
methods employed in doing it. Some 
sort of integrated group must assume 
the responsibility of designing elec- 
tronic systems while being conscious 
of neighboring and abutting areas 
where electronic data-processing, at 
least at the present stage of develop- 
ment, is not appropriate. The article 
on page 67 discusses The Effects of 
Electronics on planning, touching on 
the above concepts, and to a slight 
degree, on its impact on personnel 
planning. The last subject is, after 
all, too broad for full consideration 
in a general article. It is a very im- 
portant field in its own right. 


©°°¢ Correction— 

In the study of “Leading U. S. 
Companies in 1960” appearing in 
the June issue, National Guardian 
Life is reported as ranking 117th 
with assets of $67,670,731. This 
should have read 122nd with assets 
of $62,670,731. 
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1961 Flitcraft Compend 


The 74th consecutive annual edi- 
tion of this book gives details on 
220 life insuratfee companies, of 
which 20 are appearing for the first 
time. This comparative rate guide 
covers policies of the leading legal 
reserve ordinary life companies in 
North America, as well as prominent 
industrial writers and selected fra- 
ternal organizations. The companies 
which are shown write 98% of the 
life insurance business on this con- 
tinent. 

Included are details of the popu- 
lar ‘family plan’ policies, guaranteed 
insurability riders, gradations by 
size, jumping juveniles, comprehen- 
sive coverages of special policies, 
etc. Also, the ‘fingertip’ section gives 
life income settlement uplivuns (10 
years certain) at retirement ages 
60, 62 and 65, men and women, and 
business figures separately on a two 
year basis. In addition, the main 
section shows policy analyses, addi- 
tional rates and values, and many 
other items of interest to the insur- 
ance man. 


770 pps. $5.00 per copy, less in 
quantity. Published by Fliteraft, 
Inc., 75 Fulton Street, New Y ork 38, 
N.Y. 


Time Saver for Health Insurance 


This book, now in its 38th edition, 
provides up-to-date information of 
individual health insurance contracts 
as written by some ninety insurers. 
It has become for agents the annual 
handbook of coverage developments 
in its reporting of contracts as they 
keep abreast of the advancements 
in the health insurance business. 

The contents include new con- 
tracts, policy revisions, added op- 
tional features, liberalized coverages, 
new higher limits and premium 
revisions, among the more recent 
developments. Also featured in this 
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publications 


book is a policy name index, a table 
of age limits, descriptions of the 
policies and riders of the various 
insurers, as well as information on 
Social Security disability benefits. 


Approx. 1000 pps. $6.50 per copy. 
Published by The National Under- 
writer Company, 420 East Fourth 
Street, Cincinnati 2, Ohio. 


Settlement Options 


The twentieth annual edition of 
this book authoritatively presents the 
complete settlement options on every 
policy issued since 1900 by the life 
insurance companies writing 95% of 
all ordinary life insurance in force in 
North America. According to the 
publishers, it gives all the informa- 
tion an agent needs for complete and 
accurate life insurance programming. 
Besides the 700 annual changes, 
many other important major com- 
pany changes are included. 

The book also contains 116 pages of 
basic tables—many of which are not 
to be found elsewhere—such as cash 
values at retirement ages 55, 60, and 
65 for CSO, American Experience, 
and American Men; cash values for 
the first twenty years on several 
bases; and tables for calculation of 
mortgage protection, compound in- 
terest, etc. Also included is the new 
CSO Mortality Table. 


736 pps. $8.00 per copy, less in 
quantity. Published by Flitcraft, 
Inc., 75 Fulton Street, New York 38, 
NYY. 


A Guide to Personal Success in Man- 
agement by Fred DeArmond 


This book, according to the pub- 
lishers, points the way for all junior 
executives starting out on the man- 
agement road. It outlines the basic 
skills required for management ex- 
ecutives, and gives a practical, con- 
structive program for perfecting ones 
own talents to fit the necessary mold. 






The second half of this book 
presents real life examples of every 
type of managerial problem which 
the beginning executive might have 
to face during his career, and puts 
both problem and answer in a unique 
“What would you have done” quiz 
which tests the readers growing ex- 
perience and management skills. 


226 pps. $4.95 per copy. Pub- 
lished by Prentice-Hall, Englewood 
Cliffs, N. J. 


Legal Status of Employee Benefit 
Rights under Private Pension Plans 
by Benjamin Aaron, director, Insti- 
tute of Industrial Relations, Univer- 
sity of California, Los Angeles 


This monograph is one of a series 
sponsored by the Pension Research 
Council, and is part of a general 
inquiry into the factual basis of bene- 
fit expectations under private plans. 

The present study discusses the 
rights of covered employees under 
private pension plans as they are 
affected by a number of variables, 
such as the terms of the plan, the 
circumstances under which an em- 
ployee’s rights are claimed, the legal 
status of the plan, etc. 


130 pps. $5.00 per copy. Pub- 
lished by Richard D. Irwin, Inc., 
Homewood, IIl. 


Life Underwriters Guide for Agents 
and Brokers 


This up-to-date guide covers 241 
life insurance companies underwrit- 
ing over 95% of the total in force 
business. It contains easy to find 
information to aid the agent or 
broker in underwriting cases involv- 
ing out-of-the-way problems, by 
showing at a glance where to place 
the unusual risks. 

Featured in the 1961 edition are 
data on graded premiums, guaran- 
teed insurability, automatic check 
plans, and a special section covering 
the recent liberalizations in Military 
Aviation Coverage. In addition, the 
states in which each company is 
licensed are shown in a supplemen- 
tary table. 


53 pps. $2.50 per copy, less in 
quantity. Published by the Alfred 
M. Best Company, 75 Fulton Street, 
New York 38, N. Y. 
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Combined resources of these long-established 
life insurance companies will exceed $600 
million. Together, their services will extend 
through eighteen states and the District of 
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BECOMING WELL 


FAVORABLY KNOWN 


HE ART OF PUBLIC RELATIONS has been described 
ge becoming well and favorably known. Govern- 
ments, organizations, companies, and individuals all have 
practiced this art, or at least practiced at it. The in- 
surance agent in the small or medium-sized town can 
use public relations and local advertising to build an 
“image” for himself that will cause the people of his 
community to think of him when they think of insurance. 


Performance the Base 


The basis of successful public relations is performance, 
The agent who devotes himself to service has the founda- 
tion upon which to make himself “well and favorably 
known.” The agent whose first objective is gain has an 
uphill fight. 

Among the best ways in which the agent can make 
himself known locally are through news items in the 
local newspaper, advertising, direct mail and displays, 
participation in organizations and sponsorship of ac- 
tivities and special event programs connected with the 
agency. Although the property insurance agent has more 
opportunity for promotion in the community than the 
life man, both have a wide area which, if properly de- 
veloped, will bring rewards in friendship as well as 
remuneration. 


Relations with Editors 


Many words have been written on the care and feeding 
of editors. It is true that there is a certain form and 
style in which items (called “stories’’) should be written 
for the paper, but an editor will use a story which is 
interesting and worthwhile even though he has to write 
it himself. You must give him all the important facts, 
however, and get them straight. And it is important to 
remember that the editor owes no space in his paper 
to anyone. So don’t ask what happened to your story 
if it does not appear. At all events, avoid souring rela- 
tions with this most important community contact. 

Advertising for the agent can take many forms. One 
of the most used is newspaper advertising. Here repe- 
tition and frequency are more important than the size 
of an individual advertisement. Try to make the ads 
eye-catching and interesting, even informative if pos- 
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sible. You pay for the space, so you might as well have 
more than just your “card.” 

Other advertising media employed by agents are 
giveaways, bus cards, and posters. This by no means 
exhausts the possibilities. 

Probably no method is used more in promoting the 
insurance agent than direct mail. Letters are sent to 
gain interviews, to explain coverages, to build prestige 
for the agent, and for many related purposes. Direct 
mail campaigns can bring good returns, but they are 
inherently expensive enough so that letters must be 
carefully written and the lists compiled with care if best 
results are to be secured. 


Take a Leading Part 


The extent of participation in local organizations de- 
pends upon the energies of the agent. Some men are 
such go-getters that they need to burn energy that they 
cannot use up in their work and can take an active in- 
terest in many groups. Others, however, should not 
spread their efforts too widely; if an agent joins many 
organizations but does nothing other than attend meet- 
ings it may look as if he joined merely to enlarge his 
prospect list. It is better to narrow the field, but try to 
excel and take a leading part in those organizations one 
joins. In other words, better to be well and favorably 
known in a few groups than to be merely a name in a 
number. 

Volunteer work with groups of youngsters or in fund- 
raising is an area which calls for concentration. No. one 
likes to do a half-way job when people are depending 
upon him, but a half-way job becomes inevitable whe 
we bite off more than we can chew. Pick out the activity. 
or the very few activities, where you will fit best and usc 
your capabilities there with all your might. 

Special events in the agency—such as anniversaries 
and the introduction of new coverages—can be pub 
licized. The agency as such can sponsor athletic teams. 
hold open houses, conduct press conferences, etc., to 
build identification. 

These are just some of the means to make sure that 
the public will think of insurance and to make sure that 
when it thinks of insurance it will think of you. 
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q Keys to Successful Selling — a completely modern 


: training program in four parts — helps Equitable associates progress 
faster and easier toward attainment of their goal of Career Life Under- 
writer. Training aids such as these are just another of the many reasons 
why Equitable men know they can grow with “The Key Company”. 
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A TIME OF OPPORTUNITY 


R. HOWARD DOBBS, JR. 
President 
Life Insurance Company of Georgia 
President, Life Insurers Conference 


HIS HAS BEEN a felatively un- 

troubled year for the insurance 
industry. There has been no sound- 
ing of alarms; none of the hectic 
emergency meetings that character- 
ized our struggles over the Federal 
income tax in the years before, and 
the months immediately following, 
enactment of the law in 1959. While 
few of us were completely happy 
with the eventual legislation, the 
frantic sessions ceased and we 
worked closely with other organiza- 
tions in cooperation with the Treas- 
ury Department seeking correction 
of inequities, mistakes, and misun- 
derstandings concerning the new law. 
This follow-up procedure has been 
undertaken by a joint committee on 
interpretation, made up of represent- 
atives from the Life Insurers Con- 
ference, the American Life Conven- 
tion, and the Life Insurance 
Association of America. 


Inflation 


Although cost rises are still a fac- 
tor to be contended with, there has 
been little bother in recent months 
about our old trouble spot-inflation. 
It has been comparatively quiescent. 
But inflation—which has been de- 
scribed as an easier way of making 
money than earning it—is still with 
us. And we must continue to grapple 
with it. For, some eminent econ- 
omists persist in contending that it 
is not only inevitable, but good. 
Long-range planning by builders and 
industry and educators now assume 
an inflation factor. Although dur- 
ing 1960 there was some leveling 
out, consumer prices rose to a new 
peak. Current conditions give no 
promise of downtrend. It is clearly 
our duty to our policyholders to re- 
sist further price spiraling. We must 
not, through sheer boredom with the 
problem, abandon it. 
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All of us, I believe, entered the 
decade of the Sixties with much opti- 
mism. Our imaginations soared as 
we looked for the good days ahead. 
But we were a bit ahead of ourselves. 
And 1960 turned out to be a puzzle- 
ment. Per capita income rose, but 
so did unemployment. Return from 
investments climbed to a new high, 
but recession crept upon us. Al- 
though the need for greater life in- 
surance coverage was more than ever 
evident, the rate of growth of life 
insurance in force declined. Indus- 
trial life insurance dipped further, 
while health insurance, including 
that on a debit basis, showed signs 
of vigorous expansion. Television 
became a political force to be reck- 
oned with, and we steadied ourselves 
for a Federal administration which 
has more advanced ideas about the 
Government’s role in social welfare. 

And so we entered 1961—a truly 
topsy-turvy year. It is the year that 
numerically looks the same right side 
up or upside down. The last time 
this numerical oddity occurred was 
1881. It won’t happen again until 
6009. In the remainder of this 
strange year of 1961, what have we 
to look forward to? I dare only at- 
tempt to surmise. 

Let us take first that with which 
we are primarily concerned—the 
debit system of insurance distribu- 
tion. Note that I put emphasis on 
the debit system, rather than upon 
Weekly Premium, or Industrial in- 
surance because about half of all 
life insurance policyholders in the 
United States and Canada have life 
insurance on the debit basis. 


Almost Unlimited 


In 1958 Frederick W. Ecker, who 
was then president of the Metropoli- 
tan Life Insurance Company, de- 
clared that we have an almost un- 
limited market. He pointed out that 
the debit agency system was devel- 
oped to sell, conserve, and service 
our product in a mass market and 
then he commented that the system 








accomplished those three purposes 
better than any other plan which so 
far has been devised and asserted 
his confidence that it will continue 
to do so in the future. The interven- 
ing three years have not detracted 
from Mr. Ecker’s views and I feel 
that they are as valid as they were 
when he expressed them. Keep in 
mind that Mr. Ecker spoke of the 
debit agency system with full recog- 
nition of the growth of monthly pre- 
mium payment Ordinary, on a debit 
basis, and the increasing trend for 
debit agents to sell a large volume 
of the total Ordinary insurance. 





Public Acceptance 


Of especial significance to us is 
the study of public attitudes just 
completed by the Life Insurance 
Agency Management Association 
and the Life Underwriter Training 
Council. The first volume of this 
report on Life Insurance in Focus 
concerns attitudes toward company, 
agent, and product. It shows that 
debit, or combination, agents have 
a higher degree of public acceptance 
than do exclusively Ordinary agents. 
It points out that: “. . . household 
heads who are served by a combina- 
tion agent are more likely to say 
that agents are honest and somewhat 
less likely to think of them as ag- 
gressive. Persons with a combina- 
tion agent are a little more likely 
to think of agents as being consider- 
ate and well liked, while those own- 
ing only Ordinary are more likely 
to say that agents are domineering 
and persuasive.” This portion of the 
study underscores what has been 
said many times before. That is, 
the debit system offers tremendous 
opportunities to expand the owner- 
ship of life insurance. 

While these observations are 
heartening, we must not stop there. 
There is the other side of the coin. | 
And this side reveals that the same 
LIAMA-LUTC survey disclosed 
that the major motive of most people 








(Continued on page 80) 
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Performance vs. Projection 


How much better did the clients of National 
THE TRUE PICTURE Ag agents fare . age _ sales oo 15, 
10 years ago in terms of net cost? Here is 

OF NET COSTS National Life’s performance record: 




















. POLICY | nce | chien oC REPRE‘ 
35 20% less than projected 
47 1 OA] 45 8% less than projected 
ae sy Yemen 55 10% less than projected 







Pearl Harbor 


35 34% less than projected 
| O46 45 20% less than projected 


(15 YEARS) 55 11% less than projected 
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United Nations General Assembly 


1 35 34% less than projected 
1 Q4 45 24% less than projected 


(10 YEARS) 55 16% less than projected 




















Korean War 


low-net-cost companies in the country. The following 
projection, based on our 1961 dividend scale, which 
is not guaranteed, shows net costs over 20, 15 and 10 
year periods. 


PROJECTED NET COSTS PER $1,000, BASED ON 
ORDINARY LIFE, MALE, $25,000 POLICY. 


OVER THE YEARS National Life’s liberal dividend prac- 
tice has placed the Company among the very foremost 


























Age 20-Year Projection 15-Year Projection | 10-Year Projection 

35 $ 28.92* $ 1.08* $ 14.50 

45 $ 31.07 $ 41.44 $ 43.14 

55 $190.06 $156.93 $120.54 
*Net Gain 


>) National Life of VERMONT 
ve ty, Insurance Company Montpelien 


FOUNDED IN 1850-..A MUTUAL COMPANY... OWNED BY ITS POLICYHOLDERS 








ELLEN M. PUTNAM, C.L.U. 


W: ARE DEALING with people, 
not things. We help people 


make hopes and dreams come true. 

It is time for us to return to some 

of the fundamentals which built this 

great institution of life insurance. 
What do people want? Most men 
want a six point program 

1. Cash for estate expenses and to 
pay off the mortgage. 

2. Income during the dependency 
of the children. A mother’s time 
is the most precious gift a 
father can leave his children. 

3. Most men want funds for educa- 
tion. They want their children 
to have as good as, if not a bet- 
ter, education than they them- 
selves had. 

4. They want a life income for 
mother after the children are 
educated and on their own. 

5. They want income if disabled. 

6. They want income for the re- 
tirement years which are getting 
longer. 


Appeal to the Best 


This program appeals to the best 
in people—love of family, unselfish- 
ness, a sense of responsibility to 
family and to society. But people 
are greedy, they want something for 
nothing, like to gamble and are in- 
terested in tax avoidance schemes. 
In the last five or six years we have 
seen tragic things happen to our 
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POLICYHOLDERS ARE: PEOPLE 


business. It is part of the general 
moral breakdown which has oc- 
curred in our society as seen in a 
lack of pride in workmanship, pay- 
ola, television scandals, unwarranted 
strikes, etc. 


The Fault of All 


I suppose we would have been 
naive to have hoped or expected 
that the life insurance industry 
would have escaped. It hasn’t as we 
all know. It is the fault of all of us, 
management, general agents and 
agents. I do not need to recite what 
has happened, twisting by whatever 
fancy name it may be called, whole- 
sale replacement of existing insur- 
ance by family policies, specials and 
advertised cut-rate policies. High 
cash values in the early years have 
encouraged minimum deposit and 
bank loan schemes which have 
tended to downgrade the worth of 
cash values. It has been a tax 
avoidance gimmick so that the tax 
burden of our government will be 
passed on to those least able to bear 
it, the low income earner. In the 
past five or six years the insurance 
industry has been appealing to the 
worst in people, greed, selfishness 
and irresponsibility in being un- 
willing to bear a fair share of gov- 
ernment expenses. 

And unless we change our tactics 
and do so very soon we shall lose 
the confidence of the public which 
has been built up over the past one 





hundred years. And do not think 
that it cannot be lost. It is later 
than we think. 

What can we do about it? We 
can re-evaluate our vocation. Selling 
life insurance is not like selling soap, 
canned peas or automobiles, as im- 
portant as these occupations are. It 
is something different because we 
are dealing with people and the 
things nearest to their hearts. We 
come to know people as only min- 
isters, doctors and lawyers know 
them. Also our business is so im- 
portant because it has such an im- 
pact on the social and economic fab- 
ric of our society. What would our 
society be like without the vast 
sums poured into the economy from 
death claims, matured policies, loans 
and dividends which mean consumer 
buying power. Also the small sums 
collected as premiums from millions 
of policyowners form a mighty res- 
ervoir of funds to finance munici- 
palities, businesses and home mort- 
gages. ; 





Lead from Strength 


In spite of this we have been on 
the defensive altogether too often 
in the past few years. It is time we 
changed our tactics and realized that 
we can lead from strength. Life in- 
surance still leads all other property 
in public acceptance. There are over 
123 million individual policyowners 
in the United States as against some 

(Continued on page 48) 
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POLICY 


' He Needs Two 
Income Loss Plans! 


A professional man or sole proprietor needs 


yy two disability income plans. 
think 

sg One for family living expenses. Another to help pay 

We business overhead (rent, salaries, utilities). 
ling 
s0ap, 
et To fill this second need, Occidental introduces a new 
- we Overhead Expense Plan. It offers these advantages: 

the , . ° 

We * The low premium is tax deductible. 
min- * Guaranteed Renewable to 65 (60 for women). 
now . ° . 

oo * No premium increase, except on a class basis. 

im- 

fab- 

our This plan bases benefits on business expense, rather than on the 
a earnings of the prospect. (Thus, his personal plan won't 
ans limit his benefits under our new policy. ) 

mer 

ums 

na Without this plan, your client must close up shop or pay 
uici- all his overhead out of his pocket. He won’t want to do either. 
ort- 

Ask for details. 

on 

ften 

we 

O C C I DE NTAL LI FE Insurance Company of California 
vd Home Office: Los Angeles/ Earl Clark, C.L.U., Vice President 

ers 

— We pay Lifetime Renewals...they last as long as you do! 


pws For July, 1961 ” 





























D. RONALD DANIEL 
Associate, McKinsey & Co., Inc. 


HE COMPENSATION of the chief 
“ae officers of twenty-six 
life insurance companies inched 
ahead a modest 1% in 1960 as com- 
pared to the previous year. During 
this same interval the premium in- 
come and new business volume of 
these twenty-six companies—which 
hold about two-thirds of the insur- 
ance in force in the United States— 
moved forward 4% and down 114% 
respectively. 

These were among the findings 
of an annual study recently com- 
pleted by our organization.* The 








* Previous McKinsey & Company studies, pub- 
lished in Best’s in October 1958 and November 





“Inched ahead in 1960” 
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CHANGES IN THE COMPENSATION OF 


CHIEF EXECUTIVES 
COMPARED TO 


CHANGES IN PREMIUM INCOME, 
26 LIFE INSURANCE COMPANIES 


1957-1960 
Total Premium 
Income of 
Change 26 Companies 
Average Over (Millions Change Over 
Compensation Prior Year of Dollars) Prior Year 
1957 $ 93,000 $10,118 
4.3% 3.6% 
1958 97,000 10,483 
3.1 5.3 
1959 100,000 11,034 
1.0 4.0 
1960 101,000 11,470 
Change 
1957-60 8.6 13.4 


analysis not only defined life insur- 
ance compensation patterns in 1960 
but also explored the trends in the 
remuneration of the industry’s top 
management during the four years 
from 1957 through last year. 


Average Compensation 


The shifts in the average compen- 
sation of chief executive officers 
from 1957 to 1960 are shown in 
Exhibit I. The increase from $93,- 


1959, covered 29 and 28 companies respectively. 
Data for this four-year analysis was recom- 
puted for the 26 companies involved to ensure 
comparability. 


EXHIBIT | 


000 to $101,000 represents a gain of 
8.6%. For comparative purposes 
the annual increases in the premium 
income of the twenty-six companies 
are also given. The gain was 13.4‘0. 
While not similar in amount, tlie 
changes in compensation and size 
are certainly comparable in <li- 
rection. 

In Exhibit II the compensation of 
each of the twenty-six chief ex- 
ecutives for 1960 is plotted against 
the premium income of his company 
(these plottings are represented by 
the individual dots). A trend line 
was then fitted mathematically to 
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these plot points. Reading from the 
graph, a chief executive of a hypo- 
thetical company with $100,000,000 
in premium income would have re- 
ceived about $77,000 in compensa- 
tion by industry standards; for the 
chief executive of a firm with $500,- 
000,000 in premium income the 
amount would have been $118,000, 
and so on, Bear in mind in analyz- 
ing this trend line that it represents 
what these twenty-six companies 
are doing now and not necessarily 
what they should be doing. In 
other words, while a company may 
be well out of line with industry 
standards, there may be sound rea- 
sons for the deviation such as the 
nature of the company’s organiza- 
tion structure, its management 
philosophy, the tenure of the chief 
executive officer, etc. On the other 
hand, since the compensation of the 
chief executive tends to be a bench- 
mark for paying the entire manage- 
ment group—a point developed in 
more detail later—there are com- 
petitive reasons why a company 
might not want to be consistently 
and permanently out of line with 
industry standards, 


Gradual Increase 


The trend lines for chief execu- 
tives for all four years (1957, 8, 9, 
60) are shown in Exhibit III. While 
seemingly quite close to each other, 
inspection easily discloses the grad- 
ual increase in average compensation 
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during the period. This is seen in 
the higher positions of the later 
year lines as contrasted with 1957 
and 1958. In addition, close ex- 
amination reveals an _ increasing 
slope to the lines, indicating a more 
rapid rate of compensation increase 
in the later years (1959, 60) as the 
size of the company (measured by 
premium income) increases. Re- 
ferring back to the two chief execu- 
tives of the mythical $100,000,000 
and $500,000,000 companies, the 
difference in their compensation was 
45% in 1957 but had widened to 
53% in 1960. 


Statistical analysis of the trend 


TOTAL COMPENSATION 
Cin thousands ef dollars) 
1,000 T fy 


lines during the four years reveals 
further, but more subtle differences : 
The dispersion of the individual 
companies around the trend lines 
became less and less during the 
period. Said positively, the com- 
panies clustered more noticeably 
about the industry trend lines. One 
possible explanation—although it 
cannot be substantiated as yet—may 
be a conscious effort by companies to 
bring the compensation of their 
chief executives more closely in line 
with industry patterns. 

The extent to which changes in the 
compensation of chief executives are 

(Continued on the next page) 
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26 Life Insurance Companies, 1960 
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Compensation—Continued EXHIBIT III move 
TOTAL COMPENSATION the t 
Cia thousands of dollars) from 
explained by changes in company 1,000 5 NS A LA rrr try Seer belov 
size increased during the four-year C| COMPENSATION of Chief Executive Officers : Fr 
period. The percentages were: r Related to PREMIUM INCOME for 1 7 panic 
1957—48.3% § 26 Life Insurance Companies, ia ee 
1958—45.8 1957, 1958, 1959, and 1960 we 
1959—55.3 ‘ ‘es 
1960—58.9 a: 
The higher this percentage, the more and 
changes in compensation are ac- thes 
counted for by changes in premium tives 
paid 
com 
It 
TEETER EL aN Oe: Ls TANT AER OOR epmiin aia Aaa aay Sak) SUES wr) 7 thes 
1958 elec! 
E eee] Thi 
----- 1960 
pro: 
10 lL ae Ve ye L We Se Sy ee 1 ae eee sam 
10 100 1,000 10,000 (In 
PREMIUM INCOME (in millions of dollars) 
pan 
income. The figure for 1960 means raising payments, four lowering incl 
that changes in premium income them, and eight holding steady. Of of 
accounted for 58.9% of the changes the fourteen increases, four were for} °° 
in compensation during that year. less than $1,000 and might have ®: 
(If the index were 100.0%, all been caused by the manner in which of 
changes of differences in compensa- the calendar year came between pay | P&* 
tion would be caused by changes of periods. If this were so, the adjusted lev 
differences in premium income.) figures would read ten increases, mes 
Again, a conceivable explanation of four decreases, and twelve no hrs 
this situation might be an increasing changes. The two largest increases] ” % 
tendency by these twenty-six com- were for $16,250 and $10,000. In altl 
panies to gear their compensation the former case the company] P#! 
policies in with what the industry happened to enjoy one of its best new ally 
is doing. business years although its premium tha 
The increase of 1% in the com- income was up but slightly. In the 
pensation of chief executives in 1960. other company, new business was off 
resulted from fourteen companies sharply during 1960, but the increase 
EXHIBIT IV on 
TOTAL COMPENSATION co 
Cin thousands of dollars) re 
1,000 - T pe eee ae T BR 22 a BAS T eT rrr 1 
r| COMPENSATION of Chief Executive Officers for Hie 
r| STOCK and MUTUAL COMPANIES Related to ‘ 4 
4 PREMIUM INCOME, 1960 7 a 
9 la 
ex 
ea 
100 ie 
th 
F 
ir 
th 
Y d st 
x a T 
@ MUTUAL CHIEF EXECUTIVES p 
2 STOCK CHIEF EXECUTIVES 
10 l 1 ES ee ee me 1 eS eee i i ae eS 4 i 
10 100 1,000 10,000 1 
PREMIUM INCOME Cin millions of dollars) : 
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moved the chief executive up to 
the trend line for a company its size 
from a point in the prior year well 
below the line. 

From 1957 to 1960, nineteen com- 
panies increased the pay of their 
chief executives; three companies 
reduced the compensation although 
in each instance a new chief execu- 
tive took office during the period; 
and four companies held even. Of 
these four, three of the chief execu- 
tives have been and continue to be 
paid well above the trend line for 
companies of their size. 

It is interesting to note that during 
these four years seven companies 
elected new chief executive officers. 
This represents a turnover of ap- 
proximately 7% per year in this 
sample of twenty-six companies. 
(In a study of several hundred com- 
panies in twenty-five industries, not 
including life insurance, the turnover 
of chief executives was 47% for 
seven complete years—also an 
average of about 7%.) The effect 
of this turnover, as one might ex- 
pect, was to depress compensation 
levels slightly. On the average the 
seven new chief executives in their 
first full year on the job were paid 
5% less than their predecessors, 
although in four of the seven com- 
panies the new presidents were actu- 
ally paid the same or slightly better 
than their former chiefs. 


Mutual versus Stock 


In 1960’s study there were twenty- 
one mutual companies and five stock 
companies. While this mix is not 
representative of the industry as a 
whole, it is possible to develop some 
basic conclusions regarding the com- 
pensation practices of these two 
forms of insurance organizations. In 
large measure the trend lines of chief 
executive compensation shown in 
Exhibit IV confirm the findings of 
earlier McKinsey & Company stud- 
ies. The major g¢onclusions are 
these : 

For companies of comparable size 
mutual organizations tend to pay 
their chief executives more than 
stock companies do, 

The compensation of mutual com- 
pany chief executives rises more 
rapidly as company size increases 
than is the case in stock companies. 
The mutual company chief execu- 


(Continued on the next page) 
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Double Our 1959 Total (And 1961 is running more than 
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Compensation—Continued 


tives stretched their compensation 
lead slightly during the peiod under 
question. From 1957 through 1960 
the average compensation of the 
mutual company chiefs increased 
9.3% while the stock company pres- 
idents gained 8.0%. 

Changes in company size ate much 
more significant in explaining 
changes in compensation in mutual 
companies than in stock companies. 
Mutual company percentage=71.4% 
Stock company percentage—44.2% 








sending a bill? 


It'll get there quicker if you 
gave your postal delivery zone 
number with your address. 


The Post Office has divided 106 
cities into postal delivery zones 
to speed mail delivery. Be sure 
to include zone number when 
writing to these cities; be sure 
to include your zone number 
in your return address — after 
the city, before the state. 
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TOTAL COMPENSATION 
Cin thousands of dollers) 
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COMPENSATION of Chief Executive Officers and 
2nd, 3rd, and 4th Highest Paid Executives 
Related to PREMIUM INCOME for 
26 Life Insurance Companies, 1960 
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OTHER TOP EXECUTIVES’ COMPENSATION 
AS A PERCENTAGE’ OF THE 
CHIEF EXECUTIVE OFFICER'S COMPENSATION 
2 3. ai} 
1957 66% 55% 47% 
1988 62 51 45 
1959 60 $2 46 
1960 67 5S 45 
* MEDIAN PERCENTAGE 
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Not one of the five stock company 
chief executives is above either the 
trend line of the industry (twenty- 
six companies) or the trend line of 
the twenty-one mutuals. However, 
these men may well hold stock op- 
tions or be compensated in some 
other way that lessens or eliminates 
any significant differences. 


In 1960, as in previous years, 
there appeared to be a strong re- 
lationship between the pay of chief 
executives and that of the second, 
third, and fourth highest paid in- 
dividuals. This is shown graphically 
in Exhibit V. In the size ranges 
in which most companies in the 
sample fall, the lines are nearly par- 
allel, reflecting the relative consist- 
ency of the relationship between the 
pay of the top man and his key 
aides. Exhibit V also shows the 
median percentage of the chief execu- 
tive’s compensation received by the 
next three executives. 

The other results of this phase 
of the study showed that the second, 
third, and fourth executives cluster 
about their trend lines to an even 
greater extent than the chief execu- 
tives do. Also the degree to which 
changes in the compensation of the 
second, third, and fourth executives 
are due to changes in company size 
is greater than for chief executives. 


The percentages are: 
Chief executives = 58.9% 
Second executives = 74.3 


Third executives = 81.7 
Fourth executives = 75.8 

Perhaps the most significant con- 
clusion that can be drawn from this 
year’s study is the one already re- 
ferred to several times in this article, 
namely: that there seems to be in- 
creasing evidence that life insurance 
companies are becoming more con- 
scious of the top management com- 
pensation levels of the industry and 
are basing their own practices at 
least in part on industry standards. 
While this evidence is still not con- 
clusive, it is mounting up. The 
similar directional growth in chief 
executive compensation and pre- 
mium income during the last four 
years, the more obvious clustering of 
individual executives around their 
industry compensation trend lines 
during the same period, the greater 
role that changes in size are playing 
in accounting for changes in com- 
pensation—all these factors point in 
the direction of more uniformity and 
consistency in compensation levels, 
at least in the twenty-six companies 
comprising this survey. This appar- 
ent trend, should it in fact exist, 
could be a significant development 
in ensuring an industry compensa- 
tion structure, soundly grounded in 
competitive reality—provided that 
individual companies allow ample 
room in their compensation thinking 
for the peculiarities and uniqueness 
of their own organizations and the 
executives who make them up. 
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C.L.U. Il AND M-2 BUSINESS LIFE INSURANCE, HEALTH INSURANCE AND 


questions « answers 
CHARTERED LIFE UNDERWRITER 





GROUP INSURANCE, AND PENSIONS (ESSAY SECTION) 1960 


QUESTION 1 


(a and b) Describe the basic 
similarities between a _ partner- 
ship business continuation agree- 
ment of the entity type and a 
close corporation business con- 
tinuation agreement of the stock 
retirement type, including the 
provisions relating to the use of 
life insurance. 

(c) Explain the factors or 
considerations which should be 
taken into account in connection 
with a close corporation stock re- 
tirement plan that would not be 
involved in a partnership busi- 
ness continuation agreement of 
any type. 


Answer to Question I 


(a and b) There are many basic 
similarities between these two agree- 
ments. First, they are similar with 
respect to the purpose of the agree- 
ments. In either case the purpose is 
to provide for a definite arrangement 
at the death of a partner or stock- 
holder whereby the partnership or 
corporation will purchase from the 
deceased partner’s or stockholder’s 
estate his business interest at a fair, 
agreed upon price. This will allow 
the surviving partners or stockhold- 
ers to continue the business without 
the problems which are often at- 
tendant upon the death of a partner 
or a stockholder in a close corpora- 
tion if there is no business continua- 
tion agreement. On the other hand, 
the estate of the deceased partner or 
stockholder will receive a fair price 
for the decedent’s business interest 
and, assuming the purchase is fi- 
nanced through the medium of life 
insurance, the value of the interest 
can be paid to the estate promptly 
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will lead to disappointment. 


amination period. 





DEAN'S NOTE 


Please read carefully 


Answers to the Essay Section of the Chartered Life Underwriter Examinations 
are published for the information of C.L.U. candidates and-others interested in the 
C.L.U. study program. Over the years they have proven of value and interest to 
many who have used them but, in certain instances, they have been used improperly. 

C.L.U. candidates are advised not to use these questions and answers as the 
sole method of preparing for C.L.U. examinations; such a short-cut inevitably 


Students should use the questions and answers as an additional learning tool. 
They should read the questions and then prepare their answers just as they would 
in taking the June examination. Having analyzed the questions and thought out 
their own answers, the students can then benefit by comparing the published answers 
with their own answers to determine any weaknesses or inaccuracies. 

It should be recognized, however, that these answers are longer and more 
complete than necessary to receive a high grade on the Essay Section of the 
C.L.U. examinations. A candidate’s answers are graded on the basis of what rea- 
sonably can be accomplished in treating salient points within the two-hour ex- 








and in cash. This is, of course, the 
fundamental purpose of all business 
continuation arrangements. 

Another similarity of these two 
arrangements is that both involve a 
binding buy and sell agreement be- 
tween the estates of the partners or 
stockholders and the entity (partner- 
ship or corporation ). Thus, the part- 
nership or the close corporation 
agrees to purchase the interests of 
the individual partners or stockhold- 
ers from their respective estates at 
the time of their deaths, and the part- 
ners or stockholders bind their 
estates to sell to the partnership or 
corporation their interests according 
to the terms of the buy and sell 
agreement. 

They are also similar with respect 
to the parties to the agreement. In 
the case of the partnership, the 
agreement is between the partnership 
itself, as an entity, and the part- 
ners, and it provides that upon the 
death of a partner, the partnership, 
which is the beneficiary and owner 
of the insurance used to fund the 
agreement, will purchase the de- 
ceased partner’s interest from his 





estate. Similarly, in the case of 
the stock retirement plan, there 
is an agreement between the close 
corporation and the stockholders 
whereby the corporation, as the 
owner and beneficiary of the insur- 
ance, agrees to purchase from the 
estate of a deceased stockholder his 
interest in the firm. 

The arrangements with respect to 
the ownership of the life insurance 
under the two plans are similar. In 
the entity type of partnership busi- 
ness continuation agreement, the 
partnership owns the life insurance 
on the lives of the partners, pays the 
premiums, and is the beneficiary. The 
stock retirement plan involves the 
ownership of the life insurance 
policies on the stockholders’ lives by 
the close corporation, which is the 
beneficiary and pays the premiums. 

In both cases there should be a 
definite method for establishing the 
value of the interest of the deceased 
partner or stockholder in the part- 
nership or corporation at the time of 
his death. Methods of valuation may 
be based upon a fixed formula in the 


(Continued on the next page) 
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agreement, a stated value in the 
agreement, or a method for impartial 
appraisal of the value at the time of 
death. However, in both cases the 
payment of the life insurance pro- 
ceeds to the business may increase 
the value of the business at the time 
of death, rather than being paid 
directly to the surviving partners or 
stockholders. 

Both agreements are also similar 
in that they are iritended to elimi- 
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nate the complications which result 
under the cross purchase type of 
business continuation agreement 
when there is a substantial number 
of partners or stockholders, and it 
becomes cumbersome for each of the 
individuals involved to purchase in- 
surance on the lives of each of the 
other partners or stockholders. Hav- 
ing the partnership or the corpora- 
tion own the policies eliminates the 
necessity of carrying so many in- 
dividual policies with the resulting 
complications. 

Finally, these two arrangements 
are similar with respect to the prob- 
lem of equity as among the individ- 
ual participants in the plan. The 
partnership in the one case and the 
corporation in the other case pur- 
chases and owns the life insurance 
used to fund the plan. Thus, each 
partner or stockholder, in effect, pays 
the premiums on the policies in the 
same proportion as he shares in the 
earnings of the partnership or cor- 
poration. If there are substantial dif- 
ferences in the ages and/or owner- 
ship interests of the participants, an 
inequity may result in favor of cer- 
tain partners or stockholders under 
either of these arrangements. As a 
practical matter, it is likely that there 
will be differences in ages and 
ownership interests in many cases. 
Sometimes provisions are included 
in business continuation agreements 
whereby the deceased partner or 
stockholder is entitled to a propor- 
tionate part of the cash values of the 
life insurance immediately prior to 
the participant’s death in order to 
partially offset any inequity. 

(c) There are a number of fac- 
tors which should be taken into con- 
sideration in connection with a close 
corporation stock retirement plan 
that would not be involved in a part- 
nership business continuation agree- 
ment of any type. First, there is the 
question of whether the corporation 
may legally purchase its own stock. 
The general rule, which is followed 
by the courts in the United States, 
is that a corporation may purchase 
its own stock out of surplus if the 
transaction does not prejudice the 
rights of its creditors and is under- 
taken in good faith. However, most 
of the states now have statutes deal- 
ing with this subject which may im- 
pose certain limitations and condi- 
tions on a corporation’s right to buy 





its own stock. Therefore, in some 
cases, a corporation may not be per- 
mitted legally to purchase its own 
shares, and it may not be possible 
to use a close corporation stock re- 
tirement plan to provide for busi- 
ness continuation problems. This 
would mean that a cross purchase 
type of agreement should be entered 
into by the individual owners of the 
corporation, rather than having-the 
corporation itself agree to purchase 
the stock of the deceased stockholder. 
Such statutes, of course, do not apply 
to partnership agreements. 

These state statutes frequently 
limit the redemption of stock to the 
amount of the surplus of a corpora- 
tion. Thus, the problem is created of 
the amount of surplus at the time 
of the redemption of the stock of a 
deceased stockholder. This can be 
solved through the use of life insur- 
ance in appropriate amounts. Also, 
there is the possibility that a pur- 
chase and sale agreement between a 
corporation and its stockholder(s) 
legally may be considered illusory 
and not binding if it is possible that 
the corporation will not have the 
surplus necessary, or be otherwise 
able, to purchase its stock according 
to the agreement. However, it has 
been held that where life insurance 
has been taken out by the corporation 
to be used to purchase the decedent’s 
stock upon his death, the agreement 
was binding. 

There is also a possibility, al- 
though no cases have so held, that 
the corporate accumulated earnings 
tax might apply to funds used by a 
corporation to pay the premiums on 
life insurance used to fund a stock 
retirement plan. Since the funds 
used to pay such premiums would 
represent undistributed earnings of 
the corporation, the question might 
arise as to whether the purchase of 
insurance to fund a stock retirement 
agreement is a reasonable need 
of the business. However, there is 
every reason to believe that such 
premium payments do serve a rea- 
sonable need of the corporation in 
view of the decision in the Emeloid 
case and, therefore, are not subject 
to the accumulated earnings tax. 
Naturally, a partnership would not 
be subject to this tax. 

Another consideration would be 
the tax consequences of a partial re- 
demption of a decedent’s stock. Nor- 
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nally, in a stock retirement plan 
the corporation purchases all of the 
deceased stockholder’s shares. In this 
case the funds received from the cor- 
poration usually are considered as 
the purchase price of the stockhold- 
er’s interest in the corporation and 
not as a dividend by the corporation 
which is taxable as ordinary income. 
However, if the corporation actually 
redeems only a part of the shares 
held, or if all of the stock is redeemed 
but under the rules of constructive 
ownership, whereby stock owned by 
the beneficiary or beneficiaries of a 
decedent’s estate may be treated as 
being owned by the estate and, there- 
fore, for purposes of taxation, the 
transaction is treated as a partial re- 
demption, there is the possibility that 
the amount paid by the corporation 
for the stock will be considered as 
equivalent to a taxable dividend, un- 
less the redemption falls under one 
of the specific exceptions of the In- 
ternal Revenue Code. This factor 
must be considered in establishing a 
stock retirement plan, particularly if 
the beneficiary of the stockholder’s 
estate also owns stock in the corpora- 
tion. 


QUESTION 2 


For each of the following types 
of social legislation, explain (i) 
who qualifies for the benefits, 
(ii) how the benefits are fi- 
nanced, and (iii) how the pro- 
gram is administered: 


(a) unemployment compensa- 
tion, 

(b) workmen’s compensation, 
and 


(c) old-age assistance. 
Answer to Question 2 


(a) (i) The Social Security Act 
of 1935, as amended, provides cer- 
tain minimum standards which state 
unemployment compensation laws 
must satisfy if they are to be ap- 
proved for the 90% credit against 
the 3% federal tax on wages up to 
$3000 per year. The states may en- 
act more liberal legislation, but it 
may not be more restrictive. There- 
fore, state laws vary in their provi- 
sions concerning qualification for 
benefits, but they must meet the mini- 
mum federal standards. 

In terms of workers covered by 
the laws, some states restrict cov- 


erage to employees of employers who 
hire four or more employees for any 
twenty or more days during the 
calendar year, each of the days being 
in a different week. This is the mini- 
mum federal standard. Other states, 
however, are more liberal in their 
requirements. For example, some 
states cover employees of employers 
who employ one or more workers. 
Some types of employment are speci- 
fically excluded from the laws. For 
example, agricultural workers, casual 
labor, domestic servants, employees 
of non-profit charitable and educa- 
tional institutions, and certain public 
employees may be excluded. 

In addition to being in a covered 
employment, a worker must meet 
certain qualifying requirements be- 
fore he is entitled to benefits. Nor- 
mally, to be eligible, a worker must 
have earned a certain amount and/or 
worked for a certain period of time 
during a “base period.” For example, 
in one state, an employee’s base year 
is the first 52 weeks of the 53 week 
period immediately preceding the fil- 
ing of his claim for benefits. To 
qualify for benefits, the worker must 
have earned $15 or more in covered 
employment during each of 17 weeks 


* within this 52 week period. The pur- 


pose of such a requirement is to re- 
strict the coverage to persons with a 
bona fide attachment to the labor 
force. 

Certain circumstances, however, 
may disqualify a person from receiv- 
ing benefits. If a worker voluntarily 
leaves his employment, is discharged 
for misconduct, refuses suitable 
work, or becomes unemployed be- 
cause of his participation in a labor 
dispute, he will normally be dis- 
qualified from receiving unemploy- 
ment compensation. In some cases 
this disqualification will not be per- 
manent, but will simply deprive the 
worker of his benefits for a period 
of time. The purpose of these re- 
quirements is to provide benefits only 
for those claimants who are unem- 
ployed through ‘no fault of their own, 
As a general principle, in order to 
qualify for unemployment compensa- 
tion, the unemployed worker must be 
both willing and able to work. 

Finally, most states require that a 
worker must remain unemployed for 
an initial waiting period before bene- 
fit payments begin. Although this 
period is not uniform, it is commonly 
one week. This restricts the benefits 

(Continued on page 74) 
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Breakthrough! 


BIG NEWS 


JUVENILE 
INSURANCE 
PROSPECTS 


From Berkshire Life, the 
Company that offered the 
first Juvenile plans, comes 
a dynamic all new line with 
unusually low premiums 
based on the 1958 CSO 
Mortality Table and a new 
policy pricing system... 
backed by powerful new 
sales aids. 


For the first time Berkshire 
offers full coverage from 
issue for children under 6 
months with the same pol- 
icy provisions adults enjoy. 
Included is an entirely new 
endowment policy for boys 
with a Marriage Option 
giving the privilege of addi- 
tional coverage for twice 
the endowment amount on 
marriage before age 40 and 
insurance on the bride at 
that time, in each case 
regardless of health. It also 
includes accidental death 
benefits, guaranteed insur- 
ability option, and an un- 
usual exchange privilege, all 
at an outlay so low you 
wouldn’t believe it was 
backed by one of the na- 
tion’s oldest, most reputable 
companies. 


For full details, consult 
the nearest Berkshire 
Life General Agency 


Abynusure ure 


INSURANCE COMPANY 


PITTSFIELD, MASSACHUSETTS 


A MUTUAL COMPANY FOUNDED IN 1851 


LIFE, ACCIDENT & SICKNESS, 
PENSION PLANS, ANNUITIES 












the most 
Important man 
in Our Company 
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516 E. SPRUCE ST. 
CENTERVILLE, U. 6. A. 


JoHN Q. FRANKLINITE 


REPRESENTATIVE 
Tue FRANKLIN Lire INSURANCE Co. 
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OFFICE FURNITURE 


A new line of chairs, “Harwood,” with 
advanced styling for executive offices and 
reception and lounge areas is available in 
several models. Shown here is the No. 
41300 executive swivel in vinyl upholstery. 
Other models include matching side chairs 
with or without arms, an armless swivel, 
and a settee, 

The chair frames consist of a basket of 
welded wire mesh which provides great 
strength and coolness. A polyurethane 
foam cushion is applied over the basket 
and this is then covered by upholstery. 
The “Harwood” series is distributed by 
Harter Corporation. 
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office efficiency 


MODERN MEMOS 


This attractive line of portfolio style 
secretaries for the desk or pocket has been 
introduced by the Novelart Manufacturing 
Corp. Called the “Memorizer,” the pads 
enable the executive to jot individual notes 
on conveniently slitted sheets which are 
discarded when no longer needed without 
jeopardizing other valuable memos. Notes 
are always clean and neat rather than 
messed up with cross-outs, and only the 
live memos are retained. In addition, there 
are two convenient pockets: one with days- 
of-the-week indicctors so that all memos 
for a particular day are kept in order, and 
a transparent one for calendars, cards and 
personal items. Refills are available. 





LETTER OPENER 
This low-cost, compact automatic letter 
opener has been introduced by “Openette” 
especially for small business, professional 


office or home use. The device is smaller 
than a telephone and cuts the edges of 
envelopes with razor-edge precision. Dam- 
aged letters and painful hand injuries can 
be easily eliminated by this machine which 
requires no special skills or adjustments. 
According to the manufacturer, the cutting 
blades, which are heat treated and pre- 
cision ground, sharpen themselves with 
use. “Letter Openette” is 4” x 8”, weighs 
3 lbs., and is available in several colors. 








READER-PRINTER 


Introduction of an office-style reader- 
printer, designed to provide reference 
copies from microfilmed records, is an- 
nounced by Photostat Corporation. The 
unit requires no darkroom, automatically 
produces black-on-white photocopies from 
microfilm at the touch of an exposure but- 
ton. The newly-introduced equipment, 
called the Documat Reader-Printer, provides 
neatly trimmed 842 x 11 prints from rolls of 
special silver-sensitized paper. Less than 
a minute is required to secure each print. 
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DATA PUNCH 


This compact, portable unit, the Ad- 
dressograph Data Punch, manufactured by 
the Addressograph-Multigraph Corporation, 
records data in standard punch card code pa 
directly on a tabulating card—at the tif 
point of origin. Cards prepared by means 


of the new machine can be fed directly an 


into any data processing system without th 
transcription or additional preparatory so 
steps. Unlike its prototypes, it simultane- hi 


ously interprets in human sensible imprint 
for verification and easy reference the 
data which is being punched into the card. ” 











A tabulating card is inserted into the 
Data Punch. The area to be punched 
is selected by means of a field indexing 
gauge. Data to be punched and printed 
is entered by positioning a series of keys. 
What has been entered is visible on dials 
for quick visual verification. An operating 
lever is then depressed to complete a 
punched card document. Conventional 80 
or 51 column cards or multiple part card 
sets may be used. The Addressograph can 
be used wherever data must be gathered 
at other than the data processing site. 
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Proudest girl in the office is file clerk with 
new power file. No need now to stoop, 
stretch and strain to file or find records. 


HINK FOR A MOMENT: where’s 

your birth certificate? Your 
paid-up bills? Your graduation cer- 
tificate? Chances are that your im- 
portant records—and everybody has 
them—are buried in disorder in 
some drawer at home. You might 
have some trouble digging them out, 
and you certainly would have trouble 
replacing them. Ideally they should 
be filed in a safe deposit box. The 
vital records you need every day, 
such as your Social Security card 
or driver’s license, you carry in your 
portable file—purse or wallet. 


Important Job 


But if you’re in business, the im- 
portance of keeping records cannot 
be overstressed. According to Die- 
bold, Incorporated, a leading manu- 
facturer of filing equipment, Ameri- 
can businessmen spend twelve billion 
dollars a year just’ to maintain rec- 
ords and employ over nine million 
clerical workers to do the job. 

Record keeping is an important 
part of business technology and the 
stress is on finding records quickly 
when they are needed. Misfiling is a 
costly and wasteful part of the man- 
agement bill resulting in time loss 
to executives as well as to clerks, 
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tion. 


While costs for such misfiles vary 


. with each type of business, it is esti- 


mated that the average cost for each 
record misfiled temporarily is over 
sixty dollars, Permanent loss of 
records incurs much greater costs. 


Mountain Vaults 


Some firms hold their records in 
such high esteem that they ship 
duplicates to underground vaults in 
distant mountains, where they’re 
safe as safe can be, even from atom 
bombs. Diebold supplies the protec- 
tive and filing equipment for these 
“jron mountain” vaults, 

You can interpret all of history 
as a race between the number of 


HISTORY 
OF 
FILING 


15th century print shows a forerunner of 
rotary file. 
were barely manageable before this inven- 


Heavy, handwritten volumes 







vital documents Mankind has been 
amassing, versus the ways Mankind 
has devised to store them, safely, 
conveniently, and handily. 

It was the Eyptians who made 
the first breakthrough for paper- 
work. They invented paper by ham- 
mering the papyrus plant into long 
strips; and paper was a little easier 
to write on than the clay tablets, 
stone monuments, and craggy cave 
walls that their predecessors had 
been using. 

On the other hand, the Middle 
Ages—roughly, from 400 to 1400 
A.D.—tepresented a _ reverse for 
paperdom. Few people could read, 
let alone write, so naturally there 
weren’t many documents to store. 

Paperdom picked up again in the 
Fifteenth Century, when Gutenberg 
invented movable type. From then 
on, men could quickly reproduce 
copies of anything they wanted— 
copies that demanded more and more 
storage space. 

Thomas Jefferson helped out the 
side of paper. He wrote so many 
letters that, in self-defense, he in- 
vented the automatic signature—the 
forerunner of today’s rubber stamp. 
The result: more letters could be 

(Continued on the next page) 





Filing History—Continued 


sent, more documents had to be 
stored, 

The invention of the typewriter 
in the Nineteenth Century and then 
the introduction of carbon paper 
added to the deluge of documents. 
Marketing by mail, correspondence 
schools, franking privileges also 
stepped up the encroachment of the 
world of paperdom. 

Today, it is estimated that the 
average president of a company gets 


MILLERS FALLS PAPER CC 


130 documents—letters, memos, re- 
ports—every single day ; and he files 
35 per cent of them. But Mankind 
has been stepping up his pace in this 
race for space. 

One brilliant weapon was in- 
vented by Melvil Dewey—the 
Dewey decimal system, used to clas- 
sify books in libraries. At the turn 
of the century, Dewey divided all 
knowledge into ten categories of 100, 
from 000 to 999. He further divided 
these into tens, the tens into ones, 
and the ones into figures to the right 


A perfect /etter 
every time 
because you can 
flick away 
typing errors 
with an 

ordinary 


pencil eraser | 


FALLS 


f > 
LLERS 
ce \ 


AALS 
MWdi 


nD Nop 
[ yay: lala 


of the decimal point. Thanks to Mel- 
vil Dewey, if you know that a book 
is labeled 931.3763, you can find it 
in a minute, in any library that uses 
the Dewey decimal system. 

Then, in the Twenties, the ma- 
chine entered the race against rec- 
ords. Fed the right information—in 
the form of the funny little markings 
you see on checks, or tiny punched 
holes—these machines could sort, 
file or find any document in a few 
moments, 

One of the newest ideas is an in- 
genious “Power File” using elec- 
trically powered elevator shelves. 
You press a button and the shelf 
comes to you, in seconds. Besides 
eliminating stooping, stretching, and 
straining, this mechanical miracle 
uses unused space at the top of an 
office, not valuable floor space. 
Manufactured by Diebold, Incorpo- 
rated, the “Power File” helped solve 
the problem of storing and retriev- 
ing information easily. 

The development of paper, 
Thomas Jefferson’s rubber stamp, 
the typewriter and the Power File 
are all products of the old adage 
that necessity is the mother of in- 
vention. 

According to Diebold’s president, 
Raymond Koontz, the necessity that 
mothered the creation of electron- 
ically operated files stemmed from 
the demand to reduce office fatigue 
of clerical employees. Mr. Koontz 
points out that a recent survey 
showed that the average office 
worker burns more energy in a day 
than the factory worker. 

“This is due mainly to greater 
advances in industrial automation 
than in automation for the average 
or smaller sized offices,” 
plained. 


he ex- 


A Push of a Button 


“Stooping, stretching and strain- 
ing does cause office fatigue and it 
is characteristic of the old-fashioned 
filing operation. We tackled the 
problem of filing index cards by in- 
troducing a Super Elevator File 
which houses up to 750,000 cards 
to a single unit. With the push of 
a button, the record needed is 
brought to the proper working 
level.” 

“The problem of housing bulk ma- 
terial such as correspondence, led- 
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gers, memos... all regular and 
legal size paper documents, was even 
greater. You must realize that de- 
pending on the type of business, 
many paper documents must be 
kept as long as 7 years, others 
longer; all of the documents must 
be accessible. The Power File 
houses these documents in floor-to- 
ceiling units. The 55-inch wide 
Power File houses the same volume 
of material contained in six 5-drawer 
filing cabinets,” Mr. Koontz con- 
cluded. 


Miniaturization 


Miniaturization is another mod- 
ern filing aid. Instead of dense rows 
of documents, vital records can be 
kept on microfilm, magnetic cards, 
or video tape. Just one roll of 16 
millimeter film, for example, can 
carry photos of 3,000 cards or let- 
ters. 

Nonetheless, the search for the 
perfect file will probably always be 
as frustrating as the quest for the 
fountain of youth. You can’t take 
the human, and fallible element out 
of filing. Somebody has to press the 
original button. 

The following story is to the point. 
It’s told, gleefully, by Robert A. 
Schiff, president of the National 
Records Management Council. 

“An airline pilot wandered into a 
plant one day, and an engineer told 
him: ‘Your days are numbered. 
We’ve got a control device that will 
flight-check, takeoff, fly, and land a 
plane.’ 

“The pilot thought for a moment, 
then replied: ‘I’m not sure. Can you 
come up with a machine that’s self- 
propelled, self-lubricated, weighs 
only 170 pounds, has 5 senses and 
4 freedoms, . . . and can be easily 
reproduced by inexpensive labor?’ ” 





COLLECTION SYSTEM 


For EvERY $25,000 in gross billing, 
‘he average small business or pro- 
fessional man loses upwards from 
$490 in the form of bad debt loss, 
according to a survey conducted by 
the Collection Systems Division of 
the Transo Envelope Company. 
“We are now in a poor collection 
era,” says a spokesman of this com- 
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pany, “and the trend happens to be 
increasing—rather than decreasing 
—at the present time.” 

This problem has triggered a new 
four-mailing collection series, de- 
signed to collect from the slow pay- 
ers with a lower collection cost than 
usual. The new system also attempts 
to speed up the pre-mailing handling 
flow. The Transo Collection System 
is a low cost series of low pressure 
letters, statements and reminders. 

The first of the four-piece series 
is a simple statement form. White 
in color, it provides for a description 
of the service of merchandise de- 
livered, its price, and the amount 
due. The second is a green “friendly 


reminder” note. It again states the 
amount due and includes the sen- 
tence, “We are sure you would like 
to get this unpaid bill ‘off your desk’ 
as soon as you can.” The third 
piece, yellow in color, holds to the 
courteous tone of the previous re- 
minders, but is somewhat more 
forceful. It asks, “May we please 
hear from you soon?” The final 
piece, pink in color, forcefully states, 
“We have extended you every op- 
portunity to take care of this bill. 
Your account is now delinquent. . .” 
and so on. To go with each of the 
letters is an outgoing mailing enve- 
lope with self-sealing adhesive and 
plastic address window. 
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Increased Operating Efficiency 


ROMPT 
force plus a reduction in paper- 


ACTION FROM the field 
work are among dividends the 
Knights Life Insurance Company is 
getting from a new method of agent 
follow-up in pending policy cases. 
Until the new system went into op- 
eration, the company was carrying 
an average of three million dollars 
in new policy issues for anywhere 
from one to three months before final 
clearance. Now this bookkeeping 
load has been reduced to a comfort- 
able limit of under 30 days in nearly 
every case. 


Substantial Savings 


The new system, built around an 
office copying machine, is one of two 
similar changes in office routine that 
have brought substantial savings of 
time and increased accuracy and effi- 
ciency to the Knights Life office in 
recent years. 

The agent follow-up system is 
based on the short note reply method 
for handling correspondence. Here 
is how it works: In cases where an 
agent writes a policy and the com- 
pany finds it doesn’t meet require- 
ments, the company will issue the 
policy and return it to the agent to- 
gether with a letter of transmittal. 
This letter, a copy of which is kept 
in the files, outlines what is needed 
before the policy can be cleared and 
the agent receive his commission. 

If an agent does not respond 
within 10 days, the copy of the trans- 
mittal letter is taken out of the file 
and a brief, one or two line note is 
penned on the bottom or margin 
asking for a reply. Then the letter 
is copied in the department’s 
“Thermo-Fax” dry process copying 
machine and returned to the file. 
The copy is mailed out to the agent 
in the field, 

If another 10 days elapses and 
still no reply, the file copy is again 
taken out, another reminder jotted 
down right below the first one and 
the letter again copied and returned 
to the file. This time when the agent 
gets his copy it contains not only 
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Office girl at premium status desk 


an exact duplicate of the original 
letter, but the first and second re- 
minders, The agent’s memory is re- 
freshed when he reads the copy of 
the letter and he tends to get a little 
ashamed when he sees a series of 
reminders which were written at 10- 
day intervals. 


Other Advantages 


The new system has other benefits 
too. It saves time since there is no 
need to dictate a fresh letter when- 
ever a follow-up inquiry goes to an 
agent. Instead, a reproduction of the 
original letter containing all the per- 
tinent information goes out each 
time along with the terse reminders 
which graphically point out how long 


repares to copy punched cerd containing pertinent 
policy information onto a form designed especially for fast handling of such data. 






it has been since the agent was first 
asked to clear up the policy. 

A second new system has stream- 
lined the handling of policy status 
requests. The premium status desk 
at Knights Life in Lincoln handles 
from 50 to 150 requests for current 
policy status information daily, 
mainly from the policy owners serv- 
ice, underwriting and claims depart- 
ments. In the past, the requested 
information was transposed man- 
ually from a punched card onto a 
printed form. Now, the company 
uses a form designed especially for 
use in a copying machine, Across 
the top one-third it contains blanks 
for pertinent policy information and 
routing of the request itself. On the 


(Continued on page 45) 
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the furniture, of course, by All-Steel 


ALL-STEEL EQUIPMENT INC. 


Aurora, Illir 


Comfort and style together with tasteful use of color 
are combined in office furniture by All-Steel. Here 
is furniture that creates a background for bette: 
work, See your ASE dealer or write for brochure 








NEW ELECTRIC 


SEVERAL NEW ENGINEERING and 
operating features for easier, faster, 
electric typing are incorporated in 
the new Remington Electric Type- 
writer. The most important single 
development on the current model 
is carriage suspension design. This 
is a totally new cushioning system 
which produces a light, fast and re- 
sponsive touch. It also enables the 
typist to dial a precise adjustment 
for carbon copies by means of “co- 
ordinated copy controls.’ These two 
dials set the printwork shading and 
the carriage position for normal or 
extra-thick paper packs. The dials 
are calibrated for the exact number 
of carbon copies desired. 

In addition to a marked change 
in over-all appearance, the ma- 


chine offers 88 different pres- 
sure regulators, one for each 
of the 88 characters on_ the 


keyboard. This assures that every 
letter and symbol on the keyboard, 
whether large or small, prints 
with uniform precision. A slide-up 
vertical scale shows how many usable 
lines remain at the bottom of the 
sheet you’re typing, and an “erasing 
table,” a flat desk-like platform lying 
directly behind the platen and ex- 
tending the length of the writing 
line, gives the typist a firm hori- 
zontal surface on which to make 
erasures. Transparent paper holders 
provide maximum visibility even 
when working with 5” x 3” and 
smaller cards. They also make pos- 
sible paper insertion in one simple 
smooth-flowing motion. A ruling de- 
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vice incorporated in the paper hold- 
ers permits the typist to rule with 
pen, pencil or stylus without remov- 
ing the paper or manifold from the 
machine. 

Two typewriter ribbons afford the 
widest range of typing needs. A car- 
bon ribbon produces a razor sharp 
type impression that resembles actual 
printing, while an all-purpose fabric 
ribbon is used for statistical and 
other multiple-copy typing assign- 
ments. Hundreds of special symbols 
can be adapted, from Chemistry and 
Electronics to Law and Mathematics, 
through use of Remington Inter- 
changeable Type symbols, available 
at slight extra cost. 


PERSONALIZER STATIONERY 


AN INNOVATION IN business sta- 
tionery has been announced by Re- 
lief Publishing Corporation. The 
new stationery is lithographed in 
two-tone blue and provides an area 
in the left-hand corner to which any 
business card may be attached. Ad- 
hesion of the card is accomplished 
by removing a strip of “kleenstick” 
and attaching the card in the 
gummed corner. 

Attachment of the card can be 
done either before or after the letter 
is typewritten. When the letter is 
ready it is folded according to a tiny 
nick mark and inserted into the es- 
pecially designed personalizer win- 
dow envelope, making the business 
card a post office approved return 
address. 


COMPUTER SERVICE 


A NEW COMPLETE computer service 
for industrial and commercial com- 
panies has been established by Quan- 
tum, Inc., an independent research 
and development laboratory. Quan- 
tum’s Industrial Computer Center 
is designed to provide numerous cost 
saving advantages of the latest com- 
puter analysis and electronic data 
processing for small companies. 


“Through a combination of Quan- 
tum’s scientific and business ex- 
perience and the computer’s capa- 
bilities and versatility, our Industrial 
Computer Center can quickly and 
reliably forecast trends in sufficient 
time for action by management. The 
Center is organized to provide skills 
and services at minimum cost per 
hour,” states Dr. C. M. Doede, Pres- 
ident of Quantum. Speed and ac 
curacy of the computer service, based 
around a 1620 IBM facility, can re 
sult in time savings over manual 
methods ranging from 100 to 1 t 
600 to 1. 


The Computer Center’s highl 
trained staff and experts specializin; 
in various fields of engineering an 
design, physical sciences, data proc 
essing, market analysis, transporta 
tion, management, insurance and ac 
tuarial work, will use the compute 
facility to reduce masses of data t: 
intelligible cause-effect relations 
and in general to produce needed in 
formation in a form desirable t: 
management in making vital opera 
tional decisions. 
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GUY FERGASON 


Decisions and Delegations 


ELEGATION Is A frequently used 
Dm little understood word. It 
has many meanings to many persons. 
Some confuse direction with delega- 
tion. The boss says, “Take this let- 
ter to the post office for registra- 
tion.” This is a direction and not a 
delegation. If, however, the boss 
says, “You are to handle all regis- 
tered letters from now on,” this is a 
delegation because the function and 
accountability now rest with one per- 
son, 


Delegation Factors 


An outline of the factors which at- 
tend delegation may assist in the an- 
alysis as it pertains to decision-mak- 
ing: 

1. Types of Delegation 

a) Formal—that which is estab- 
lished as a regular part of the job. 
b) Informal—that which is assigned 
by a supervisor but which may not 
be assigned to a specific person. 

The manager of a company, rec- 
ognizing that he is handling too 
many details, determines it is de- 
sirable to appoint an assistant man- 
ager. He selects an associate to 
handle the job and assigns certain 
specific duties to the assistant. He 
also notifies the other employees 
that the appointment has been made. 
The organization chart reflects the 
position. This is formal delegation. 


Informal Delegation 


Another manager, recognizing 
that too many details were being 
handled in his work, decided to dele- 
gate some of the duties. He was un- 
willing to appoint an assistant so 
he delegated specific duties, but he 
did so by asking different employees 
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to take over these functions. No 
employee could interpret the delega- 
tion as personal recognition because 
several employees were affected by 
the multiple delegation. This is a 
type of informal delegation. 

It can be further observed that 
management has many occasions in 
which it assigns non-recurring duties 
to others, or in which management 
requests temporary assistance in the 
execution of functions. We do not 
look at this type of delegation as 
true delegation but consider it to 
be the directive type of delegation. 


‘Any time a person who is charged 


with a duty assigns this duty to an- 
other employee, a form of delega- 
tion has taken place. 


No Recognition 


One of the difficulties of informal 
delegation is that the employee to 
whom most of the duties are given 
may never get credit for the added 
work unless management has been 
diligent in reporting the transfer of 
responsibilities. We think of one 
unfortunate case in which the treas- 
urer of a company delegated a con- 
siderable number of his duties to 
one of his associates without the 
formal recognition of title for the 
employee. The company had no pro- 
gram of employee evaluation whereby 
the contribution of an employee was 
recorded. The treasurer died with- 
out having formalized the employee’s 
position. Top management, being 
unaware that the employee had been 
informally groomed for the job, 
hired an outside person as treasurer. 
The employee who had been passed 
up, having no opportunity to com- 
municate with top management, re- 
signed as a face-saving gesture. He 


lost a good opportunity and the com- 
pany lost a competent employee be- 
cause delegation had _ not 
properly handled. 

The great fear most employees 
have is. that management may not 
be aware of their contribution un- 
less some means of periodic review 
is established for recording the em- 
ployee’s increasing value. 


been 


Right of Decision 


2. Delegation implies the right of 
decision in respect to the functions 
delegated. 

a) Delegation with control. 

b) Delegation without control. 

c) Delegation without authority. 

As we have pointed out, most 
functions require decisions in their 
execution. Management is fearful 
that if delegation is carried out to 
any extensive degree, management 
will lose control of the operations. 
In consequence control is established 
in many ways—(1) some managers 
delegate but retain all authority so 
that delegation is nothing more than 
a form of execution. One of our 
friends delegated most of his agency 
correspondence to an _ assistant. 
Rather than give his assistant full 
responsibility for correspondence, 
depending on the employee’s judg- 
ment as to when he needed the man- 
ager’s advice, the manager insisted 
that he (the manager) would read 
and sign all correspondence. The as- 
sistant became a “mirror” of the 
manager and was not permitted to 
use his judgment, initiative or per- 
sonal determination. 

Control can be established (2) by 
defining the extent to which author- 
ity attends the delegation. This may 

(Continued on the next page) 
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booklets 


P-416—Management Skill 


One of the key attributes of a successful 
smali business today is balanced manage- 
ment skill, Lacking it, any concern is at 
a serious disadvantage. Recognizing this 
need for well-rounded management, the 
Small Business Act, as amended, provides 
for the Small Business Administration to 
furnish managerial and technical aid to small 
business concerns. The act permits the ad- 
ministration to advise and counsel on poli- 
cies, principles, and practices of good man- 
agement. A pamphlet, “Management and 
Research Assistance" highlights the operating 
programs which carry out this responsibility. 
Outlined as well are the reasons underlying 
the various programs and their significance. 


P-417—Leasing Equipment 


For many firms the prohibitive cost of 
major equipment often makes outright pur- 
chasing impractical. It is true, however, 
that new equipment may be a business neces- 
sity if not a financial possibility. One al- 
ternative is leasing. “The Pros and Cons of 
Equipment Leasing" advises business execu- 
tives on leasing in general, discusses renewals 
and options-to-by, and examines the latest 
Internal Revenue Service rulings with regard 
to tax write-offs of leasing payments. In- 
cluded in the booklet are new tables and 
charts analyzing the comparative costs of 
leasing, outright purchase, purchase by con- 
ditional sales contract and purchase through 
bank financing. In addition, the advantages 
and disadvantages of leasing are analyzed 
in relation to specific situations. 


P-418—Communicating Tips 


Dictating should be as easy as writing 
for those who think of dictating as “talking 
on paper." A handy booklet of suggestions 
to facilitate the communicators job is now 
available. "Tips For Communicators” offers 
twenty do's of good dictation, several guide 
lines to effective written communication de- 
velopment, and basic suggestions for ma- 
chine dictators. The booklet points out that 
one essential of effective dictation is natural- 
ness—keep the reader in mind and dictate 
as if he were in your office listening to you 
speak. 
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Decisions—Continued 


not be a good example in a techni- 
cal sense but it does illustrate the 
control of decision in respect to dele- 
gation. An insurance company presi- 
dent requested the right of review 
of all risks which were turned down 
by the underwriter, The underwriter 
was charged with the responsibility 
of reviewing and approving the risks 
(if he thought the risk was proper). 
However, in order to prevent an 
overcautious attitude toward risks, 
the president reserved to himself the 
right of review of all risks which 
the underwriter turned down. The 
loss ratio was also scrutinized by 
the president so that he would be- 
come informed if the underwriter 
approved poor risks in order to 
avoid the control review by the presi- 
dent. 


Periodic Review 


Control can be established (3) by 
periodic review of the results of dele- 
gation. Delegation with too many 
strings attached is a poor type of 
delegation. If delegation is prac- 
ticed, let it be full delegation with 
the right of decision and all the re- 
sponsibilities that attend the delega- 
tion. ‘There are risks associated 
with any form of delegation—a 
timid manager will try to do every- 
thing himself. We think that intel- 
ligent control will be found in peri- 
odic review of the results. This 
review may be a combination of per- 
sonal review and written reports. 

The personal review is best illus- 
trated by staff meetings, or “just 
talking it over” with the associates. 
We have advised the managers of 


many small companies to sit down at’ 


least once each week with the as- 
sistant or key employee and review 
the activities, the problems, and the 
decisions. 

The review by report is a com- 
mon practice whereby management 
carefully scrutinizes the profit and 
loss statement, and such other state- 
ments as have been developed for 
the purpose of control. The treasurer 
of a finance company gave his as- 
sistant full responsibility for approv- 
ing loans up to $25,000 in each case. 
Loans above $25,000 required the 
treasurer’s approval. Each week the 
treasurer also received (1) a state- 


ment of loans made, individually 
listed, showing terms, rate, amount, 
et cetera; (2) a statement of de- 
faulted loans (in detail). These two 
statements gave the treasurer all the 
controls that he needed. 

A form of control can be estal- 
lished (4) by the setting of quotas 
(anticipated volume) provided that 
the quotas are carefully determined, 
are realistic, and the variations of 
actual with the quotas (either over 
or under) are investigated for the 
reasons for the variations. 

3. Delegation requires training be- 
fore the function is passed on to 
the employee. 

Training, like delegation, may take 
on several different forms. The 
most common form of training is 
“on the job” where the manager per- 
sonally explains what he wants or 
explains how to handle the delegated 
duties. Training is one of the weak- 
est areas in the chain of delegation. 
It is often assumed that the employee 
knows how to handle an assignment. 
When left to his own devices, an 
employee may spend many hours 
getting background data or review- 
ing previous examples of the work 
in order to be able to handle the as- 
signment, whereas a few minutes of 
explanation by management could 
save hours of trial and error learn- 
ing. We lean toward full and ade- 
quate explanation of all delegated 
duties. Definiteness is a prime factor 
in delegation, 


Skill Development 


Training starts out with skill de 
velopment beamed at specific func 
tions and gradually broadens to en- 
compass supervisory skills as the 
delegated duties broaden in scope. 
Sometimes our training is directed 
toward weaknesses which become 
apparent through observing “how 
the employee takes over.” We recall 
a young man who was employed in 
our office a few years ago to whoni 
we delegated a portion of our cor 
respondence. A review of some of 
his letters indicated that he needed 
some training in letter writing. He 
had the technical and vocational skill 
necessary to handle the correspond- 
ence but he lacked the ability of ex- 
pression. His letters ran to two and 
three pages, whereas they should 
have been less than one page. We 
are sure that they taxed the patience 
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of the receiver until we were able 
to train him to organize his material 
better. Another employee of a few 
years past was unable gracefully to 
conclude an interview. This em- 
ployee had all the technical qualifica- 
tions required by the position but 
he could not bring an interview to 
an end and, in consequence, his 
productive capacity was seriously 
impaired. We had to train him in 
interviewing before we could dele- 
gate, 

Training can be both informative 
(developing and teaching new meth- 
ods and skills) and corrective (re- 
medial as to improper habits and 
techniques ). 


Revaluation Needed 


4, Delegation requires a revalua- 
tion of the employee’s worth. 

Each coin has two sides and one 
side of delegation is the admonition 
to management that it should divest 
itself of all duties that can be passed 
on to others. Management may be- 
come enthusiastic about the possi- 
bilities of organization development 
by means of delegation and it may 
start to pass things along. Some of 
my associates analyzed their activi- 
ties and, based-on the analysis, dele- 
gated over half of their activities with 
the result that the salary expense (of 
the employees) increased about 10% 
in one year. This brings us to the 
other side of the coin of delegation 

namely, that delegation if success- 
filly accomplished (i.e., duties are 
passed along and efficiently assimi- 
lated by the delegatee) the employees 
to whom delegation has been made 
become more valuable by right of 
the delegation and this value must 
be rewarded by salary adjustment. 
The salary adjustment may not im- 
mediately attend delegation but in 
time some form of tangible recogni- 
tion must be made in order to assure 
the continued satisfactory perform- 
ance. 

This brings up another area of 
observation in that delegation should 
be confined to essentials. Delegation 
should provide more time to the dele- 
gator to pursue activities for which 
he is suited. The manager, for ex- 
ample, may be qualified to develop 
new business but because he is 
swamped with details he may be hard 
pressed to find the time to carry 
on his prime responsibilities. Dele- 
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Child’s play 


Any person who knows basic arithmetic—even a school child—can 
quickly master the operation of the Friden calculator. The reason? 
Unlike other machines, the Friden has a separate multiplier keyboard. 
One number goes on the main keyboard, the other on the multiplier 
keyboard. A control key is touched, the answer appears. 


Because this exclusive system duplicates the natural method of solving 
arithmetic problems, operators learn the machine more quickly, oper- 
ate it more rapidly, make fewer errors. 


The multiplier keyboard is just one unique feature of the Friden. 
Actually, it performs more figurework steps without operator deci- 
sions than any other calculator. (The Friden is aptly called, “The 
Thinking Machine of American Business.” ) Your local Friden Man 
will gladly demonstrate. Or write: Friden, Inc., San Leandro, Calif. 


THIS IS PRACTIMATION: automation so hand-in-hand with 
practicality there can be no other word for it. 


Kriden 


SALES. SERVICE AND INSTRUCTION 
THROUGHOUT THE VU. 6. AND WORLD 


© 196: erioen, inc 








Decisions—Continued 


gation in this case would be advisable 
and economical inasmuch as the time 
saved through delegation can be 
profitably spent in developing busi- 
ness. 

Conversely, delegation for the pur- 
pose of developing more leisure (ex- 
cept as a health requirement) only 
adds to the cost of operation because 
there is no compensating income for 
the expense of delegation. 


Conclusions 


The conclusions, such as they are, 
point out the need to consider care- 
fully delegation as a management 
technique which has as its objective 
the improvement in organization 
efficiency. A large merchandising 
company reputedly forces delegation 
by gradually increasing the duties 
and responsibilities of its executive 
staff to the point that the executives 
either start the process of delegation 
in order to free themselves for ad- 
ditional responsibilities, or they 
crack up under the strain of trying 
to do all the jobs themselves. This 
company states that the forced dele- 
gation works. 

Management might ask itself some 
questions about its attitude toward 
delegation : 

1. Am I afraid that delegation will 
create competition for my job? 

2. Do I carefully screen those to 
whom delegated duties are given in 
order to determine their capacity and 
ability ? 

3. Do I fully explain all delegated 
duties and assist in their assimila- 
tion? 

4. Do I train the employees to ab- 
sorb increased duties? 

5. Do I reward those who success- 
fully absorb new duties? 

6. Do I keep my organization in- 
formed concerning delegated duties ? 
7. Do I give full authority to those 
to whom delegation is made? 

8. Am I available for consultation 
after delegation is made? 

9. Do I profitably use the free time 
resulting from delegation ? 

10. Do I follow up and appraise the 
results of delegation? 

If you can answer “yes” to most 
of these questions, you are doing a 
fine job of organization development. 
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DRY COPIES 


DIAFAX, AUTOMATIC office equip- 
ment that produces completely dry, 
permanent, positive black and white 
copies in seconds, is the newest prod- 
uct of the Photorapid Corporation. 
It is said to be the latest develop- 
ment in copiers using the electro- 
static principle of transferring 
images. Operation is extremely sim- 
ple, fast and clean. The original doc- 
ument to be copied, including bound 
volumes up to legal size, written, 
drawn or printed in any color, is 
placed on a “reading” glass, a button 
is pressed and in seconds the low 
cost dry copy is ready. 

The entire cycle of operation is 
electronically controlled, eliminating 
exposure and other make-ready ad- 
justments. The equipment automati- 
cally controls light density through 
its precise optical exposing mecha- 
nism. With this system the han- 
dling of documents is reduced to a 
minimum, As originals are never 
passed through the machine, they 
are not subject to tearing or any 
other form of spoilage and remain 
absolutely safe. Development of 
copies is achieved without liquid 
chemicals. 

No previous copying experience 
or elaborate instructions are needed 
to use the Diafax. It requires no 
loading of developer powders or 
costly maintenance. 


COMPUTER TECHNIQUES 


“MoDELS” OF BUSINESS oOfrganiza- 
tions—built by computers and fed 
hypothetical questions in electronic 
form—will become increasingly im- 
portant decision-making aids for 
modern management, according to 
an executive of International Busi- 
ness Machines Corporation. 

The technique, known as simu- 
lation, was outlined as one of the 


major growth areas for computers 
by William W. Simmons, manager 
of marketing plans for 1BM’s Data 
Processing Division. Mr. Simmons 
spoke at the fourteenth annual con- 
vention of the National Federation 
of Financial Analysts Societies, 
“Simulation can be defined as the 
science of mathematically building a 
model of a business with a computer, 
and then feeding hypothetical_situ- 
ations into this model to observe the 
effects of various actions on the busi- 
ness as a whole,” he said. 

Using simulation techniques, a 
business can test many different 
approaches to a complex problem 
and select what appears to be the 
best one. The element of risk is 
partly eliminated from management's 
decision-making functions, and the 
business is run at highest efficiency. 


High Speeds 


Mr. Simmons stated that another 
significant advance for management 
lies in the transmission of machine 
language by Tele-processing systems. 
These devices transmit data at high 
speeds from remote points to central 
computers via telephone or micro- 
wave circuits. “This fascinating new 
development permits management to 
consider all of the facts—those close 
at hand as well as those at outlying 
points—when faced with decision- 
making,” Mr. Simmons said. “With 
the availability of such equipment, 
it isn’t difficult to envision far-flung 
Tele-processing networks tying to- 
gether businesses and industries all 
over the country.” 


LUTHERAN GETS IBM 
SYSTEM 


An IBM 1401 Tape Data Processing 
System will be installed for the 
Lutheran Mutual Life Insurance 
company in July of this year, ac- 
cording to an announcement by 
Walter G. Voecks, president. Under 
the new system all policy recorcs 
will be transferred to magnetic tape, 
Voecks said, and the records will be 
up-dated daily. The present IBM 
department will be enlarged to make 
space for the 1401 system and a 
special room will be prepared for 
the machine. 


Beat’s Life News 
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NOW! 
A new 


RCA EDP Printer 


that's 
67% faster ! 


for no more than 
the price of 
an average printer 


Printing is a tough, all-important job 
in business data processing. This new 
high-speed printer will handle any- 
thing that normally would run through 
an electronic data processing system 

. up to 67% faster than previous 
RCA printers, standard or wide forms. 


Available for the RCA 301 and 601 
EDP Systems, here’s what this new 
printer will do: 


e Operate up to 1,000 lines per minute 
when printing 47 different characters. 


e Operate up to 800 lines per minute 
when printing 64 different characters. 

e Printing is done at 10 characters per 
inch. 


e Printing alignment and print quality 
are excellent. 


e An original and 5 highly legible 
copies can be made. 


To handle wide forms, an optional 160 
position print head is available, as well 
as the standard 120 print positions. 


Introduction of the new high-speed 
printer, achieving new economics in 
EDP printing, is another example of 
RCA’s responsiveness in meeting your 
needs for better EDP results at less 
cost. For information write RCA Elec- 
tronic Data Processing Division, 
Camden 8, New Jersey. 


The Most Trusted Name 
in Electronics 


® 
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INSURANCE ACCOUNTING AND STATISTICAL ASSOCIATION 





A. W. KERCH, C.P.A. 
Vice-President 
Resolute Insurance Group 


N HANDLING CASH. transactions, 
, pave is primarily given to 
the recording of cash receipts and 
disbursements. Every accountant is 
using the technique of subsidiary 
journals where receivables are in 
large frequency. Disbursements are 
also handled by subsidiary journals 
with separate journals made for in- 
vestments, expenses, etc., depend- 
ent on the particular customs and 
practices of a company. The me- 
chanics of handling cash transac- 
tions are custom bound and seem 
disjointed. An analysis of these op- 
erations involves—type of check, 
numerical control, preparation, sig- 
nature and mailing. 


Check Type 


We have tried various types of 
checks for the past ten years. An 
IBM draft has been successful for 
payment of claims and adjustment 
expenses and has given us a record 
of outstanding loss drafts. The first 
copy is the draft itself for acceptance 
which we receive daily from the 
bank. The second copy is for the 
charge against the claim file and held 
as outstanding until matched with 
the original in the banking process. 
The third copy is not an IBM card 
and is for record keeping by the 
agent. Draft numbers are _pre- 
punched in sequence and prepared 
in the field. Our next plan is to de- 
vise one draft to be used by both 
the Fire and Life company which 
will require only one bank account 
and pick-up. The segregation of 
charges will be made by our IBM 
equipment. 

Commissions in our company are 
on a contingent basis payable quar- 
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Streamline Cash 


terly. We use a statement check 
prepared by our IBM, the upper 
half is the statement in detail, de- 
signed for a window envelope, the 
lower part is detachable for bank- 
ing. Signatures by machine are op- 
tional; however, we did not utilize 
the convenience. The IBM sum- 
mary provides a one-line entry in 
the cash book for all the checks pre- 
pared. 

In reviewing the above process 
you will note there are no check 
stubs involved. There is no need 
for a check stub when a duplicate 
copy of the check is made, which 
can be easily done where the orig- 
inal check is prepared by IBM, or 
typed. In one operation, you have a 
check drawn and a copy as a stub 
which, in most cases, can be dis- 
carded after the original check 
clears the bank. 

An operation that contributes to 
accumulations of files and an addi- 
tional source of work is the check 
requisitions, In all cases no pay- 
ment should be made without an in- 
voice. Therefore, we have elimi- 
nated check requisitions as much 
as possible and recorded the pay- 
ment against the original invoice. 
An envelope is typed for mailing 
at the time the check is prepared. 


Small Numbers 


In my auditing experiences, I re- 
call a company which was continu- 
ing the check number sequence from 
the time the company started in 
1901. Repeating large numbers in 
correspondence, outstanding check 
lists, key punching, etc., is time con- 
suming. We start our check series 
with number “1” each year. 

The process of signing checks is 
another time consuming operation 
and involves an executive’s time, 
generally at most inappropriate 


times. As an internal control, we 
require two signatures on all checks 
(except for the rubber stamp). Our 
solution to check signing has been 
a check signing machine and rub- 
ber stamps, both have been accepted 
by the bank, to wit: 

“Withdrawals from accounts des- 
ignated as local depository accounts 
may also be made as _ follows: 
Checks for effecting transfer of 
funds from any such account to any 
bank may bear only the printed sig- 
nature of the company as the official 
signature thereof, and shall require 
no other signature, provided each 
such check shall have plainly printed 
upon its face words to indicate that 
it is a depository transfer check 
and that it is payable, for credit 
to the company, only to a bank, and 
provided such bank shall have been 
duly designated for the purpose by 
the Finance Committee.” 


Facilitates Withdrawal 


The above Resolution provides 
for the use of the rubber stamp 
which can facilitate withdrawals 
from branch accounts, from agents’ 
depository accounts (where agents 
deposit only—no withdrawals) also 
from bank accounts where one bank 
is used for all deposits and cash 
is directed to other accounts when 
needed. The clerical staff can exe- 
cute transfers of funds from one 
bank to another with the rubber 
stamp signature. Internal control is 
satisfied in this respect, that the 
check is made payable to the bank 
only. 

We have authorized one bank on 
which all expenses are drawn to ac- 
cept facsimile signatures up to 
$1,000.00. This arrangement is quite 
common and accepted by most 
banks. 

(Continued on page 44) 
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Copies are as 
good as originals 


So fine is the quality of repro- 
duction with a 914 Copier that 
many insurance companies report 
copies look better than originals. 
Copies anything—policies, medi- 
cal forms, claims, history record 
cards, correspondence, titles, ab- 
stracts, contracts and reports. 


No capital 
investment needed 


You pay only 1¢ per copy for sup- 
plies plus modest machine rental. 
No expensive coated papers or 
liquid chemicals required. No ad- 
justments, no waste. Easiest of 
all copiers to operate. Makes 
copies on ordinary paper (plain 
or colored) or offset masters. 


If you spend $50 
or more per month 


on copying supplies, you can af 
ford to modernize your copying 
methods. Reported one 914 user 
“Every day we find another effec 
tive use for it.” Write for book 
let. XEROX CORPORATION (for 
merly Haloid Xerox Inc.), 9X-11! 
Haloid Street, Rochester 3, N. Y 
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Streamline Cash—from page 42 


We have also provided separate 
bank accounts to individual depart- 
ments of the company, such as the 
licensing department, which recon- 
ciles and enters the entire transac- 
tion at the end of the month—in 
total. This account was provided so 
that it can be used for two com- 
panies of our group. We provided 
the following resolution to the bank. 

“That on and after date the Vice- 
President, and the Treasurer, be and 
each of them is hereby authorized 
and empowered to open bank ac- 
counts on behalf of the Resolute In- 
surance Company designated as 
Resolute Insurance Group with the 
check identified as such and to bear 
the names of Resolute Insurance 
Company and Resolute Credit Life 
Insurance Company. The Resolute 
Insurance Company will be respon- 
sible to designate on which Com- 
pany’s behalf the disbursement was 
made and to bill Resolute Credit 
Life Insurance Company accord- 
ingly.” 


Successful Method 


From these checks we make a one 
line entry each month since the en- 
tire transaction will have licenses. 
This latter method has been so suc- 
cessful that we contemplate explor- 
ing transactions of similar nature 
to be handled on a one line basis at 
the end of each month. 

A study of the mechanical han- 
dling of cash should be programmed 
for an annual survey, particularly, 
since the Federal Reserve is making 
some rapid changes in the handling 
of checks, and the bank fraternity 
is deeply concerned with this bur- 
den and the necessity for reducing 
this costly operation. 


Reprinted from The Interpreter 


ECONOMY FURNITURE 


A NEW Basic economy line of all 
wood, unit-structure desks, “Funda- 
group,” has been announced by 
Eisen Bros., Inc. The desks in this 
group are conservative in design, 
and are claimed to be the only 
“balanced” single pedestal desks in 
the economy price range. They fea- 
ture the full back panel and flush 
panel construction that have always 
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been associated with better tradi- 
tional desks, together with the clean 
architectural lines of today’s styling. 
Construction of the all wood line 
is solid and simple. There are no 
steel pedestal frames, and each unit 
is a complete piece of furniture, not 
a module. 

There are eight basic desks in the 
“Fundagroup,” together with three 
L return tops, one of which is for a 
typewriter stand. There are five 
arrangements of 42” long units and 
three 56” long. Legs and drawer 
pulls are black, tops walnut plastic, 
and cases can be oil or lacquer finish. 


NEW PHOTOCOPIER 


A NEW PHOTOCOPIER designed for 
fast, economical reproduction of of- 
fice records and other graphic mate- 
rials has been announced by Photo- 
stat Corporation, Rochester, New 
York. It produces as many as ten 
copies per minute for as little as 3 
cents per copy, depending on size 
and reduction. Named the Photo- 


stat 10.14 Photocopier, the unit 
provides high-quality enlarged or 
reduced-size photocopies from every 
type or color of subject up to 20” 
x 28” in size. Dry copies may be 
made on any of a dozen different 
types of Photocopy Paper, and may 





vary in size from 6” x 8” up to 10” 
x 14”, to suit individual require- 
ments. In appearance, the 10.14 has 
been designed to fit in with the most 
modern office surroundings. 


Combined Facilities 


Combined in a single unit are fa- 
cilities for performing a large num- 
ber of different reproduction opera- 
tions. The 10.14 will make excellent 
copies from either microfilm (in roll 
or aperture card form) or from con- 
ventional paper originals. It sup- 
plies the space- and cost-saving ad- 
vantages of photographic reduction. 
It produces excellent intermediates 
for use with diazo equipment, makes 
prints on glossy stock from halftone 
or continuous tone negatives, exe- 
cutes “mechanicals” for advertising 
or graphic arts usage. An interest- 
ing application in records adminis- 
tration is the combining of a number 
of related documents, in reduced 
size, on a single copy. 

The various operations of the 
Photocopier are electrically governed 
by a “Master-Mind” control unit, 
the entire copying operation being 
activated by the pressing of an ex- 
posure button. 


INFORMATION PROCESSING 


T HE ELECTRONIC DEVICES to be man- 
ufactured by Information Products 
Corporation should help to auto- 
mate some of the most basic, time- 
consuming routines in commerce 
and industry. With one of the 
newly-organized electronics firms, 
Interrogators, for example, an in- 
dividual will be able to communicate 
directly with centralized data proc- 
essing equipment. 

Information Products Corporation 
is believed to be the first electronic 
firm in the nation to specialize in the 
manufacture of low-cost information 
processing devices directed toward 
commercial and industrial uses. The 
company will specialize in the area 
of “man-machine” communications ; 
that is, its products will facilitate 
communication with computers and 
other data processing equipment in 
order to speed-up or improve the ef- 
ficiency of such operations as ac- 
count inquiry, inventory control, 
production control, reservation han- 
dling and management_ reporting. 
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SPECIALISTS PROJECTOR 


A new 16m™ sound projector said 


to be the “first major advancement 


in the audio-visual motion picture 
field in a decade” has been intro- 
duced by Bell & Howell Company. 
The new Model 542 Filmosound 
Specialist weighs only 29 pounds, 
8'4 pounds lighter than previous 
Bell & Howell models. It is said to 
give the brightest picture of any 
comparable machine and it has full- 
range, high quality sound without 
distortion. The projector has been 
engineered to require almost no 
maintenance, and its modular or 
building-block construction permits 
components to be removed and re- 
placed easily, quickly and inex- 
pensively. This model has been de- 
signed specifically for the industrial, 
religious and educational fields, 
where use is continuous. Consumer 
models are expected to be available 
shortly. 





According to the manufacturer, 
a woman can comfortably carry this 
new machine, which owes its light- 
ness to magnesium castings, minia- 
turized electrical components and a 
fibre glass case. A still picture clutch 
enables the projectionist to stop the 
movie on any frame, permitting the 
group leader to personalize his pres- 
entation by arresting the action at 
any desired point and adding his own 
comments to those on the sound 
track. The Presence amplifier car- 
ries sound of high-fidelity clarity 
and quality to all parts of the screen- 
ing room at equal strength. The 
built-in speaker is full-range, and it 
never hisses, hums or distorts sound, 
\lso included in the projector line 
is an auxiliary speaker, which may 
be used in large rooms. 
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NEW POSTER 


How po EMPLOYEES feel about the 
company they work for? Are they 
proud that they’re a part of it, or 
do they tend to downgrade the 
products or services they help to 
produce? A study of employee atti- 
tudes in over 500 companies was re- 
cently made by Kelly-Read & Co., 
Inc., of Rochester, N. Y. The study 
disclosed that a surprising number 
of employees have a negative or un- 
complimentary attitude toward their 
company and its products or serv- 
ices. 

As a result, Kelly-Read has pro- 
duced a colorful poster—one of a 
series in their weekly educational 
poster program—that encourages 
employees to speak well of their 
company at all times. A copy of this 
20 x 27 inch poster is available to 
business executives without charge. 
Write to Kelly-Read & Co., Inc., 
508 St. Paul St., Rochester 5, N. Y. 





Efficiency—from page 34 


lower two-thirds are brief notations 
for use by the premium status desk 
or ordering departments in case the 
information can’t be furnished. 

If it is not available, the girl 
checks the appropriate blank next to 
one of two statements: “Unable to 
locate—could be in cash process, will 
recheck after 2 p.m.” or “Unable to 
locate—we checked cash and billing, 
please furnish any info. which might 
help to locate.” 

But, as in most cases, when there 
is no hitch in the process, the girl 


at the premium status desk fills the 


request in a matter of seconds. She 
takes the appropriate card from the 
tub file located conveniently near 
her desk, lays it across the bottom 
two-thirds of the request form and 
runs the two documents through a 
dry process copying machine. What 
results is a copy of the top one-third 
of the original request form with a 
copy of the punched card containing 
all pertinent information superim- 
posed beneath it. 

The advantages of the new system 
are first, error-proof information, 
secondly, the convenience and speed 
of a four-second dry copy. In 
addition, the card is pulled, copied 
and placed immediately back in the 
file which guards against loss of 
cards and resultant time spent in 
trying to track them down. 

Knights Life places the time sav- 
ing compared to the old hand copy- 
ing method at somewhere between 
25 to 40 per cent, although the 
company feels the number one bene 
fit is in accuracy. When the entire 
card is copied intact onto the request 
form it is proof positive the clerk 
has the right policy. Still, if the 
time saving were only one minute 
per request card, it would amount 
to over an hour and a half every day 
for an average 100-card work load. 

The copying machines have paid 
for themselves through use in the 
two new systems alone and provide 
extra benefits every day in easing 
the paperwork load in many other 
more routine office chores. 


SOUND-PROOFING AID 


PRODUCTION OF THEIR new Sorba- 
Sound pedestal for use under the feet 
of floor machines has recently been 
begun by the Evans Specialty Com- 
pany, Inc. The pedestals are manu- 
factured of enduring hard rubber, 
and feature a sealed air chamber 
which effectively absorbs noise and 
reduces machine vibration. They are 
available in sizes to fit most heavy 
business machines. 
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Current literature and prices on any of the following products and services may be had without 
obligation, from selected manufacturers. We will also obtain any available information on items not listed. 


FILING CABINETS 
1. Card File 
2. Fibre Board 
3. Insulated 
4, Metal 
5. Micro 
144. Mobile Storage Systems 
142. Open Shelf Files 
6. Portable 
7. Rotary 
8. Stencil 
133. Tabulating Card 
9. Visible 
10. Wooden 


FILING SUPPLIES 
129. Cards 
11. Fasteners 
12. Folders 
13. Index Tabs 
14. Supports 


LOSS PREVENTION 
140. Burglary Alarms 
97. Fire Extinguishers 
63. Fire Protection Service 
98. First Aid Kits 
112. Floor Polish (Non-Slip) 
138. Safety i 
128. Salvage Services 
125. Truck Alarm Systems 
141. Watchman's Clocks 


MACHINES, ACCOUNTING 
15. Adding 
16. Billin 
17. Bookkeeping 
18. Calculating 
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145. Punched Tape Equipment 
19. Tabulating 


MACHINES, MAILING 
20. Dating Stamps 
21. Envelope Sealers 
22. Mail Openers 
23. Postal Meters 
24. Postal Scales 
118. Sorters 
106. Time Stamp 


MACHINES, REPRODUCING 
25. Composing 
26. Direct Copying 
27. Duplicating 
28. Micro-Filming 
152. Photo-offset Presses 
136. Typewriter, Automatic 
30. Typewriter, Electric 
31. Typewriter, Manual 


MACHINES, MISCELLANEOUS 
32. Addressing 
33. Checkwriting 
150. Collators 
34. Dictating 
35. Intercommunication 
139. Paper Folding 
36. Stapling and Fastening 
OFFICE ACCESSORIES 
38. Ash Trays & Stands 
105. Bulletin Boards 
39. Cash Boxes 
40. Chair Cushions 
41. Currency Trays 
42. Desk Lamps 
43. Desk Pads 
44, Desk Trays 
45. Drawer Trays 
46. Moisteners 
47. Name Plates 
48. Pen & Ink Sets 
49. Waste Baskets 


OFFICE FURNITURE 
50. Air Conditioners 
51. Bookcases 
143. Bookstands 
52. Cabinets 
53. Chairs 
134. Costumers 
54. Desks 
55. Fluorescent Lighting 
108. Incandescent Lighting 
56. Matched Suites 
57. Safes 
89. Stands, Typewriter 
58. Stools 
59. Tables 
60. Wardrobes 









DIRECTORY 








PAPER 
119. Card Index 
120. Duplicator 
70. Envelopes 
135. Labels 
121. Letterhead 
122. Policy 
| pager 
137. Photocopying 
124. Thin (Cory) 

102. Visual Policy Jackets 
SALES AIDS 
132. Advertising Blotters 

116. Advertising Specialties 

149. Audio-Visual Projection 

103. Birthday Cards 

117, Display Material 

104. Greeting Cards 

100. Promotional Gifts 

66. Sales Incentives 
SERVICES 

62. Accounting System 

151. Computer Centers 

127. Filing Systems 

64. Office Planning 

115. Photocopying 

65. Record System 

146. Sound Reproduction 
SUPPLIES, GENERAL 

68. Business Forms 

69. Duplicating Supplies 

71. Erasers (Specialized) 

72. Loose Leaf Systems 

73. Marking Devices 

75. Paper Perforators 

76. Pens 

77. Pencils 

81. Staple Removers 
SUPPLIES, TYPEWRITER 

83. Copyholders 

85. Justitier 

86. Line Indicator 

87. Pads 

88. Ribbons & Carbons 
TELEPHONE ACCESSORIES 

90. Cord Cover 

91. Holder 

92. Index 

94. Silencer 

95. Stands 


MISCELLANEOUS 
131. Accident Diagramming 
130. Building Evaluation 
147. Emblems and Awards 
126. Endorse & Cancel Calculators 
99. Leather Goods 
114. Policy Wallets 
148. Signs 
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CONSERVATION AT 
SOURCE 


Mutua Or New York is enclosing 
with each newly issued policy a 
booklet entitled “The A B C of Life 


- Insurance.” Working on the -princi- 


ple that the man who understands 
iis policy is less likely to surrender 
it or to allow it to be twisted, the 
company explains the fundamentals 
of life insurance in simple language, 
with light-hearted cartoons. 

The booklet was revealed at the 
company’s field force meeting in 
New York recently. Highlighting 
the growth of the company, which 
wrote more than $1,000,000,000 of 
insurance in 1960, was a_ booklet 
“The Mony Management Story— 
1940-1960,” demonstrating the large 
increase in all phases of operations 
in the 20 years covered. Mutual Of 
New York also announced three new 
health insurance plans—individual 
major medical, with deductible and 
co-insurance features; non-cancella- 
ble to age 65 disability income poli- 
cies, with reduced premiums; and 
an “Executive Travel Accident Pol- 
icy” which can provide up to $100,- 


000 in death benefits for certain types * 


of accidental death. 


A.A.L.U. MEETING 


FIFTY MEMBERS OF the Association 
of Advanced Life Underwriters met 
in Chicago recently for the organiza- 
tion’s fourth annual convention. At 
the meeting the name of the organi- 
zation was changed to the Associa- 
tion for Advanced Life Underwrit- 
ing, 

Harold Franklin, manager of 
Canada Life, Cleveland, Ohio, and 
A.A.L.U, president, was chairman of 
the sales seminar which included as 
speakers John O, Todd and Gerald 
H. Sherman. Mr. Todd is special 
agent in Chicago for Northwestern 
Mutual and is A.A.L.U. vice-presi- 
dent. Mr, Sherman is with Silver- 
stein and Sherman, Washington 
counsel and executive directors of 
A.A.L.U. 

Edwin Shields Hewitt discussed 
“Corporate Employe Benefit Plans 
—the Market and Environment in 
the 60s.” Mr. Hewitt is president 
of Edwin Shields Hewitt and Asso- 
ciates, actuarial firm and pension 
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analysts, 








Chicago. Edward Mc- 
Gowan, tax manager of Alexander 
Grant & Co., Chicago, talked on 
“Income Tax Deductions.” Profes- 
sor Arthur R. Upgren, Macalester 
College, told the gathering, “The 
Inflation Era is Ended,” and asked, 
“Does Deflation Lie Ahead?” Pro- 
fessor Upgren’s answer was “Yes.” 
Philip J. Goldberg, Canada Life 
general agent, New York City, dis- 
cussed “Charitable Endowments 
Through Life Insurance.” Leonard 
L. Silverstein and Mr. Sherman gave 
reports on legislative happenings in 
Washington affecting the life insur- 
ance business. 


Broadened Activities 


A.A.L.U. was founded in 1957, 
the immediate impetus being the pos- 
sibility that the income tax act might 
be revised to curtail deductions on 
account of loans on life insurance 
policies. Since then activities have 
been broadened so as to include con- 
cern with all legislation, especially 
at the national level, which would 
closely affect life insurance. A major 
activity is a “clearing house” dis- 
semination of selling ideas among 
the membership. Regional sales 
meetings are being held, and an ad- 
vanced educational program is con- 
templated. While no production re- 
quirement is imposed for member- 
ship, most A.A.L.U. members 
are higher-production full-time life 
agents. Others selling life insurance 
may join but any membership is sub- 
ject to ratification by present mem- 
bers. 


DEDICATION CEREMONY 


Devereux C. JoserHs and Erwin 
D. Canham delivered two of the 
principal addresses at the Huebner 
Hall dedication events in Bryn 
Mawr and Philadelphia on June 1 
and 2, according to an announcement 
from the American College of Life 
Underwriters and the American In- 
stitute for Property and Liability 
Underwriters. Mr. Josephs is for- 
mer chairman of the board of the 
New York Life, and former chair- 
man of President Eisenhower’s com- 
mittee on education beyond the high 
school, while Erwin D, Canham is 
editor of the Christian Science Moni- 
tor, 








BICENTENNIAL 


Two HUNDRED YEARS AGO, the first 
life insurance policy was issued by 
the first United States life insurance 
company. Rev. Francis Alison, Phil- 
adelphia clergyman and vice-provost 
of the University of Pennsylvania, 
purchased Policy No. 1 of the “Cor- 
poration for Relief of Poor and Dis- 
tressed Presbyterian Ministers and 
of the Poor and Distressed Widows 
and Children of Presbyterian Minis- 
ters,” now called the Presbyterian 
Minister’s Fund. Today there are 
285,000,000 life insurance policies or 
certificates in force in the United 
States representing about $600,000,- 
000,000 of life insurance protection, 


NEW MERGER BARRIER 


GOVERNOR Bryant of Florida has 
signed into law an insurance bill 
that now requires approval of 75% 
of the outstanding stock and also two 
thirds of the board of directors of a 
Florida insurance company before a 
merger with another company may 
be effected. The new bill could pos- 
sibly block a merger of Gulf Life 
of Florida and Life and Casualty of 
Tennessee which has under 
consideration. 


been 


REGULATION 33 HEARING 


THE HEARING OF memoranda re- 
garding the New York Insurance 
Department’s proposed amendments 
to Regulation 33, “Reporting and 
Allocation of Income and Expenses,” 
was held May 10. Representatives 
of the industry questioned the au- 
thority of the department to make the 
changes. The changes would relate 
to matters not in the annual state- 
ment and would no longer be an ac- 
counting regulation, according to 
Bruce E. Shepherd, representing 
L.I.A.A. and A.LC. 


M.D.R.T. MEMBERSHIP 


THE FINAL MEMBERSHIP figure of 
the 1961 Million Dollar Round Table 
is 2,928. This is the Round Table’s 
third highest membership total, being 
exceeded only by last year’s 3,040, 
and 1958’s 2,987. The decrease in 
membership appears to be due 


mainly to the continuing effect of the 
stricter term insurance rule that went 
into effect with business sold in 1958. 
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Policyholders—from page 18 


12 to 15 million stock owners and 
another 4 million individual share- 
holders in Mutual Funds. 

It is time for us to realize that 
we have something unique, some- 
thing for which there is no substi- 
tute—let me repeat—for which there 
is no substitute. What do we have 
in life insurance that is irreplace- 
able? Let us go over the needs, the 
wants, the hopes of people. 

First let us look at the need for 
cash estate expenses to pay off the 


mortgage and cash for some un- 
known time in the future, perhaps 
tomorrow, next year or several 
years away. Where else except 
through life insurance can we be 
sure the cash will be there? It takes 
time plus money to equal cash when 
needed. Life insurance cancels out 
the need for time. 

» Each of our companies has a list 
of first year death claims. Two from 
my own company for last year were : 
one, an executive age 44 insured 
for $200,000, net premiums paid 
$533.92. He lived twelve days, died 





INCREASE 
SALES 


ALL-LINES 
SELLING 


Monarch men now have 
the facilities—and the ne- 
cessary training—to provide 


complete insurance protection for 
both personal and business accounts. 
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Monarch's quality all-lines facilities—Non-cancellable Health 
and Accident, Life, Group, Property and Casualty — increase 


NEW 


OPPORTUNITY 





sales opportunities. And Monarch’s 
all-lines training increases sales 
effectiveness. 


For Monarch’s 

NEW OPPORTUNITY 
brochure, 

write Dept. BL-3 


LIFE INSURANCE COMPANY 
SPRINGFIELD, MASSACHUSETTS 


A member of (Jif) Seringfeld-Monarch Inurance Companies 








of a coronary. Another a doctor, 


-age 33, insured for $50,000, paid 


$186.58, died in one month of myo- 
cardial infarction. 

Then there is the family’s need 
for income, dependable income. 
There still are only three sources of 
income : 1. Man at work, 2. Property 
at work and 3, Charity. Fortunately 
even in this socialistic age not too 
many persons are interested in 
charity, so when the man at work 
can no longer work due to pre- 
mature death, disability or old age, 
some form of property must take 
over, Let us examine what property 


: is best to do the job. What property 


purchased on the instalment plan 
will complete itself at premature 
death? Only life insurance. This 
property under settlement options 
will produce income which is guar- 
anteed. It is the only income which 
is guaranteed for a limited number 
of years or for a lifetime and is pay- 
able monthly, not annually or quar- 
terly, but monthly as the family 
needs income to pay the bills which 
come in each month. Life insurance 
is the only property which will pro- 
duce dependable income, we cannot 
over-emphasize this point. 


Stock Programs 


The favorite argument that stocks 
will beat inflation just is not so. 
Stock prices may be down when 
consumer prices are rising. No 
stock guarantees income, ‘Only 
AT&T has paid the same income 
during booms and depressions. It is 
better to have some interest guar- 
anteed on a guaranteed principal 
than to have 6% on nothing. 

I helped a young junior executive 
set up a life insurance program for 
his wife and two children. He also 
had a stock program under an em- 
ployees’ purchase plan whereby the 
company for whom he worked would 
put in one half as much as the em- 
ployee did. This man age 40 died 
suddenly from a heart attack. The 
life insurance has paid all the ex- 
penses, paid off the mortgage and 
together with social security has 
provided sufficient income so that 
the mother can stay with her chil- 
dren. After they are educated she 
will have a life income. The stock 
on which he had paid $1,800 and the 
company $900 had a resale value to 
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the company of $2,700. However, I 
advised her to keep the stock. So 
whereas he was putting in about the 
same amount in life insurance as he 
was investing in stock, $50 per 
month, it was the life insurance 
which had the inflated value at 
death, not the stock. 


Insuring Education 


How about funds for education— 
a recent survey showed that 70% of 
parents planned to send their chil- 
dren to college. Of these, 40% have 
some form of saving plan and 60% 
of those having a plan were using 
life insurance, 28% were using sav- 
ings banks and 2% miscellaneous 
plans. The reasons these persons 
gave for using life insurance for 


education were: regular forced sav- |- 


ings; death protection; discourages 
cashing in; more convenient and 
safety of principal. These were the 
reasons given by the public, not by 
life insurance agents. 

Life insurance assures a child an 
education whether his father lives, 
dies or becomes disabled. And I 
want to add another, if he becomes 
insolvent./ Let me tell you a true 
story about a professional man to 
whom I had sold about $125,000 of 
life insurance including education 
policies for his five children. He had 
an excellent income and had _ in- 
herited $60,000 from his mother. 
He had invested a great deal, mostly 
in so-called good commercial prop- 
erty over a period of years, buying 
and selling. When the depression 
came the real estate he had sold 
started coming back to him because 
he was on the bond. Things got so 
bad that he had to go into bank- 
ruptcy but under the laws of New 
York State life insurance to a 
named beneficiary is exempt from 
the claims of creditors, so he still 
had his life insurance with the high 
cash values, All the children went 
to college, they were close together 
so three were in college at the same 
time. 

What about the hazard of dis- 
ability? Long term disability is a 
frightening thing. A recent study 
made by the Social Security Ad- 
ministration found that of men age 
35, one out of four will be disabled 
before age 65 for a period longer 
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¢¢—"ROM our centrally located Home Office we are continually 

adding new sales offices throughout our 42 state, District 
of Columbia and Puerto Rico operating territory. Each man 
is equipped with complete facilities for Life, Health, Pension 
and Group. This affords a select group an unusual opportunity 
to build. Do you have any questions?” 
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Policyholders—Continued 


than three months and that the 
average length of disability is over 
five years. Life insurance is the 
only property a person can buy 
-which completes itself in event of 
disability. All other savings plans 
must stop. I want to tell you an- 


other story. This is about a college ° 


teacher who was very hard to sell 
due to his wife’s opposition. How- 
ever, I managed to sell him over 
several years several small policies 
totalling $25,000, all with waiver 
of premiurh and disability income. 
A few months before he was age 60 
he was diagnosed as having cancer. 
However he had no financial wor- 
ries because his life insurance pro- 
gram was kept up and he had a dis- 
ability income. For the past ten 
years his widow has been living on 
life income instalments. When his 
estate was settled he had a long list 
of worthless or nearly worthless 
stocks. No one makes a poor invest- 
ment. Some just do not turn out 
as expected. This woman who used 
to treat me very coolly, now con- 
siders me her best friend and con- 
sults me for all problems. 


Emergency Funds 


The rainy day comes to everyone. 
General recessions affect everyone, 
but each family, individual or busi- 
ness can and does have its own re- 
cession. Cash values of life insur- 
ance are worth 100% as collateral 

- 


CADILLAC ASSOCIATES, INC. 
® WHERE More’ Executives Find 

Their Positions Than Any- 
where Else in the World. 

WHERE More EXECUTIVES Meet 
Future Employees Than 
Anywhere Else in the 
Nation. 

WHERE No Position Is Too Small 
or Too Large Not to 
Receive Prompt, Confi- 
dential Attention. 

WHERE Continuing Attention Is 
Given to Every Man Re- 
gardless of Location, Sal- 
ary Level, or Previous In- 
surance Background. 

WHERE Specialists in the Industry 
Understand Its Needs. 

WHERE 35 Years in Personnel Re- 
cruitment and Placement 
Have Developed Only Top 
Clientele. 

PHONE WIRE WRITE 
CADILLAC ASSOCIATES, INC. 
H. J. Roberts, Ins. Mgr. 

29 E. Madison St. Chicago, Ill. 
FINANCIAL 6-9400 








ywhereas listed stocks are worth 
- about 60% to 75% and unlisted 


much less. If stocks go down in 
value the borrower must make up 
the difference on very short notice. 
Only life insurance has a guaranteed 
borrowing value at a guaranteed rate 
of interest with loans repayable at 
the convenience of the borrower and 
not the lender. 


Saved Many Businesses 


Life insurance cash values have 
saved many businesses and made 
possible many business opportuni- 
ties. Just a year ago one of my 
policyowners had an opportunity to 
start a new business. He put up his 
life insurance which had high cash 
values as collateral and was able to 
borrow $40,000. The first year this 
business had over one million dol- 
lars in gross sales. This year he is 
opening another branch. 

Recently a policyowner called to 
find out how much could be bor- 
rowed on his policies. I called our 
home office and the loan was au- 
thorized to be paid from our office. 
This money was used to buy a $10,- 
000 home being sold for taxes for 
only $5,200 providing the money 
was available in two days. The 
home was for their son and his 
family coming home from a tour of 
military duty in Germany. Where 
else except from a savings account 
could money be obtained so quickly 
and the insurance is still in force 
and the loan will be repaid and used 
again for similar opportunities. 

I have another policyowner, a 
bank president who borrows and 
pays back many times but he has 
never fallen for the permanent loan 
schemes of minimum and bank loan 
plans. He can see the fallacy of 
those. 

Now we come to the need for in- 
come for the retirement years. This 
is the time when a person needs a 
dependable fixed dollar income free 
from worry and supervision. Where 
else except in life insurance can a 
person get a guarantee of principal 
and interest? And if interest alone 
is not sufficient we have the only 
scientific and orderly liquidation of 
capital which cannot be outlived. 
There is no substitute for life in- 
come options and annuities. My 
many annuitants are forever grate- 


ful for the guaranteed income and 
the peace of mind which comes with 
financial security. 

Let me tell you another story. A 
couple in their late fifties had a home 
paid for, a nice small business and 
a $100,000 paid up life insurance 
policy. In the late twenties this man 
was persuaded that his life insurance 
cash values were not working for 
him so he took the advice of so- 
called investment experts and bor- 
rowed the cash value and invested 
it in the market. After the crash 
of the thirties he had lost his home, 
his business, his life insurance. He 
was working as a janitor for a small 
apartment house and his wife was 
selling hosiery—a sad and disil- 
lusioned couple without a future. 
Minimum deposit and bank loans 
are not new. They are confidence 
games and work out for the seller 
and not for the buyer. Do not tell 
me that we cannot have another de- 
pression. History has an ugly way 
of repeating itself. 

Let us be positive in our ap- 
proach. There is no substitute for 
life insurance for individual, family 
and business needs and no substi- 
tute for cash value life insurance. 
It is the only property which has a 
guaranteed income to fit family and 
retirement needs. It has tax ad- 
vantages during the accumulation 
and pay out periods, is protected 
against the claims of creditors, 
passes directly to the beneficiaries 
without probate costs and delays, 
and has preferred treatment for 
death taxes by most states. 

Let us forget the gimmicks and 
sell cash value life insurance which 
has come through wars and depres- 
sions, has stood the test of time and 
appeals to the best in people—love 
of family, unselfishness and a sense 
of responsibility to society. 


CHAMBER AWARD 


THE CHAMBER OF COMMERCE of the 
United States has given major Na- 
tional recognition awards to the In- 
stitute of Life Insurance and The 
National Association of Life Un- 
derwriters. The awards are given 
for “significant contribution in the 
business and public, interest” through 
joint sponsorship of the Public Serv- 
ice Award Program. 
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Hospital Relations 


CHARLES D. SCOTT 
Vice Predsident, Great American 
Reserve Insurance Co. 


UCH HAS BEEN said about the 
| tial of the role of the 
state committees in the total efforts 
of the Health Insurance Council. 
Experience has proved the “grass 
roots” program to be particularly 
effective in the building of good re- 
lations with the hospitals. The very 
nature of our mutual interest and 
concern is indicative of the need for 
frequent face-to-face communication. 

While conflicting philosophies 
pertaining to the financing of medi- 
cal care, and other subjective factors 
influencing the providing of hospital 
care, must of necessity be inter- 
woven into this relationship, the 
pressure of practical day-to-day op- 
erational problems, brought about 
because of the presence of private 
insurance, dominates the relation- 
ship between the local insurance rep- 
resentative and hospital personnel. 

Hospital admission plans, insur- 
ance as a credit against hospital 
bills, completion of claim forms, 
confusion brought about because of 
the multiplicity of insurance cover- 
ages, release of medical information, 
effect of insurance on over-utiliza- 
tion of hospital facilities and rising 
hospital costs—these and similar ad- 
ministrative problems are areas of 
potential friction that must be re- 
solved at the local level if voluntary 
health insurance is to achieve its 
maximum effectiveness in serving 
the American people. 


Informational Projects 


Because of its importance to the 
total program, an ad hoc committee 
was recently appointed by the 
Hospital Relations Committee to 
examine the Health Insurance 
Council’s and the Health Insurance 
Institute’s informational projects di- 
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rected to hospital audiences ; and to 
make recommendations for imple- 
mentation of the program. 

In the accepted report the sub- 
committee noted that their recom- 
mendations reflected certain activ- 
ities which were either already 
underway or had not been completed 
due to lack of personnel or funds, 
Activities falling in this category are 
(1) hospital administration lecture 
series material, to be expanded to 
include the type of questions and 
answers which are encountered in 
discussions with hospital adminis- 
trators, (2) development of leaflets 
dealing with key issues on health 
insurance, for distribution in con- 
junction with the exhibit program, 
(3) National Hospital Week activi- 
ties to be more closely identified with 
the Council rather than individual 
companies, and (4) Public Rela- 
tions Handbook for state committees 
use, to be updated. 

A new project is the development 
of policy papers on critical issues 
confronting the insurance industry. 
In hospital relations it is anticipated 
that the areas will include: the in- 





“Face-to-face communication” 






velopments 


dustry position vis-a-vis Blue Cross; 
experience rating vs. community rat- 
ing; discounts and other aspects of 
the reimbursement formula ; hospital 
admission procedures, and obtaining 
medical records, The policy papers 
should be of great convenience to 
the state committees as concentrated 
reference material. 


Expanded Mailing 


Upon _ recommendation, _ the 
monthly Bulletin Service to hospital 
personnel will be revived. The mail- 
ing list for the Bulletin will be ex- 
panded to include all hospitals listed 
by the American Hospital Associa- 
tion. Booklets and pamphlets to be 
developed in 1961 include an up- 
dated Claim Forms Booklet; two 
leaflets on Benefit Identification Sys- 
tems, group and individual cover- 
ages; and a Guide to the purchase 
of individual and family health in- 
surance coverages, to be made avail- 
able to hospitals for distribution. 
The new and revised informational 
projects at the national level are 
part of the total endeavor to give 
increasing support to state commit- 
tee work. 

While greatest progress has been 
achieved with hospitals at the local 
level, there has been increasing co- 
operation between the American 
Hospital Association and the Health 
Insurance Council, In light of sev- 
eral recent developments this flat 
statement of improved relations 
might seem overly optimistic. How- 
ever, with proper perspective, there 
is reason to believe that this op- 
timism can be justified. 

Certainly the creation of a new 
single national Blue Cross organiz:.- 
tion with a change in the AHA’s 
Council structure as part of the re- 
organization, posed series questions 
as to the HIC’s future liaison with 
the AHA, Without attempting to 

(Continued on page 54) 
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A Salute to our National Quality Award KEYMEN 


These one hundred proud Keymen agents listed here earned the National 
Quality Award for 1960. These men and women join the many Kansas 


City Life Agents who have held this distinguished honor since the incep- 
tion of the award in 1943. 





Agent City No. of Agent City No. of 
Years Years 
Cross; Zeb A. Moore.............-.0---+ Amarillo. Texas .........-.....------ 17 Leonard M. Sproul............. Salt Lake City, Utah .............. 8 
ity rat- WE SII, RII, ssn incieaseesatterciaeed Phoenix, Arizona .................-.. 16 Ray P. Cornelius............... Kansas City, Kansas .............. 7 
ects of Mi JRCR LONG i... csrincnescaees Long Beach California .......... 16 S. Bryan Dickson............. San Angelo, Texas ................ 7 
ospital Louis Matusoff................. RS et 16 og 7 Cee Lawton, Oklahoma .................. 7 
raining Bert R. Reed...................4 Oklahoma City, Oklahoma ...... 16 Harold S. Fennema.......... Kansas City, Kansas .............. 7 
papers T. Guy Spencer.............4 Oklahoma City, Oklahoma ...... 16 Poul -E. Shirk.........:......:. Columbus, Ohio ................000 7 
ee ta Clyde H. Thornton...........dPOnca City, Oklahoma ............ 16 LIGNE) 8. FUNG Suns. ccc secu Houston, Texas ...................... 7 
C. R. Anderson.............33 Kansas City, Missouri ............ 15 ee i Oe aicinissn cies Va ia, Pennsylvania .......... 7 
itrated Ben Epstein...............00 Houston, Texas ................-0-+-- 15 ea Lawton, Oklahoma ................ 7 
Stanley M. Hall.....000...... North Platte; Nebraska ......... 15 ~~ Laurence N, Woods........... Sheridan, Wyoming ................ 7 
Dan G. Jackson... ... Shawnee Mission, Kansas ...... 15 _ Clarence B. Zeikle............. _ Independence, Missouri ........ 7 
Lester L. Shaw.........si-uMacksville, Kansas 20-2... 15 Leland 8. Holroyd... Winfield, Kansas ................. 6 
John E. Weis.........---sneMiSSion, KAMS@S .....c...-.000.0. 15.) (0 teepetier..............:... El Reno, Oklahoma .............. 6 
the Jack B. Williams........... ... Tonkawa, .Oklahoma ..............15 ‘Frank C. Brungardt........... Victoria, Kan$as .................... 5 
ospital Ray Lowry...............6-...99 Springfield, Missouri ............ 14 “Archie D. Eftlis............... Centralia, Missouri ................ 5 
> mail- Max Silberg..........4i.......@ Oklahoma City, Oklahoma ...... 14 a | N. MeCrory............0.0-.. City, Missouri ............ 5 
he exe: Frank |. Steger...: _..Phoenix, Arizona .. —" - ‘Warner W. Schlieman......: lorado Springs, Colorado .... 5 
: listed D. L. Stitt...........@e.... 2 Oklahoma City, Oklahoma Me 14 William T. Setchfield....... Las Animas, Colorado ............ 5 
eet Horace R. Allison......s..... Carthage, Texas .............0.... 13 Verne N. Barnes............... Little Rock, Arkansas ............ 4 
“Fa J. D. Caulfield......\.1........Salt Lake City, Utah ..../.....13 John T. Billingsley............. Upekwood, Missouri ............ 4 
} to he C. Ted Jones...............1LSpokane, Washington .).......... 13 Fred E. Colwell..........0..... Lansing, Michigan ............. 4 
in up- H. N. Lindley............. -seandRichmond, Missouri -............. 13 Ted €. Graber........2.0........ Tu@son, Arizona ................ 4 
5 two Tyler Weltmer............... Omaha, Nebraska ...../............ 13 Fi. Winder, Jr... sic, Vanes. Washington .............. 4 
n Sys- B. C. Altman..¥.........:....9 Kansas City, Missouri ............ 12 Clarence W. Weakly......... ashelyyille, Winois 2.0.0.0... 4 
cover- David H. Bridges............... Oklahoma City, Oklahoma ...... 12 William F. Bowers............ hirineapolis, Minnesota ........ 3 
irchase Kenneth M. Colston.......... Kansas City, Missouri ............12 Roy T. Brooks.......2..00.0..., Yarrington, Fiorids .....<.......... 3 
Ith in- M. Wesley Sues | Sree om Arizona .. coordi te Aerg....3..05c ke Falls, Montana ............ 2 
 avail- Charles F. Fox......... ..Charleston, West Virginia a 12 Francis M. Baird............... Madrid, Missouri ............ 2 
bation. Masuji Fujji...............0.Oakland, California ................ 12 James T. Barnes.............., uLittle Rock, Arkansas ............ 2 
silanol M. R. Smith, Bitte .-.Belton, Missouri . bp nnn seo-o- Homer E. Barnett............. Eldorado Springs, Missouri .... 2 
“eae Mrs. Mary F. Dalton... te Seattle, Washington .. ae Allen Js Becker............. ... Houston, ah A 2 
a Oe Cees ost Okeene, Oklahoma ................ 11 L. L-Caldwell........0 Kansas City, Missouri ............ 2 
Sint Hedwig L. Eichenberg.......Kansa$ City, Missouri ............ 11 Edward L, beam _ANew Orleans, Louisiana ........ 2 
omimnit- Edmund G. Grant.............Columbia, South Carolina ......11 Wallace G. Evans... “ .@8brgetown, I 2 
W. L. McPherrin................. Kansas City, Missouri ............ 11 Charles T. Hocking... Ce .aaee Mitchell, South Dakota .......... 2 
S been Edward H. Stephens......... Oakland, California :............... 11 Jerry James . Oklahoma City, Oklahoma ...... 2 
e local Eugene G. Hansen............ Corvallis, Oregon ..............2..... 10 Conrad E. Jarman............ Sait Lake City, Utah ............ 2 
ng co- John A. Hertvik................ Cleveland, Ohio ».................... 10 ~ Mrs. Lillian K.Alein.........Chicago, Illinois .................... 2 
rerican Philip A. Hoche................. Orlando, Florida —...2........... 10 J. Newton MéMichael....... Liberal, Kansas ...................... 2 
Health Earl A. Jackson.............:... Phoenix, Arizona ......-.......... 10 Ernest A. Roweé.................Broomfield, Colorado ............ 2 
of sev- Grady S. McCarter, Jr........ Shreveport, Louisiana ...:........ 10 Robest J. Stinson............. Kansas City, Missouri ......... an 
is flat eae eee Jackson, Mississippi ...........%10 Stanley H. Wasser............. Coral Gables, Florida ............ 2 
wo Kenneth E. Anderson......... Sterling, Colorado .................. 9 Robert E. Bates.................O0kemos, Michigan ................ 1 
Saws Frank Bertram................... Bloomington, Hlinois .....cs<D ~JtNorman O. Chaney........... Cassville, Missouri ................ 1 
Paieré Sig Osiier... sapeeeseeeee Kansas City, Missouri ..:......... 9 James E. Doyle, Jr............ North Platte, Nebraska 1 
> Thomas W. Wheeler. beosees Oklahoma City, Oklahoma ...... 9 Richard E. Grob.............. Columbus, Ohio .................... 1 
me 9) Fred L. Wright................. Kansas City, Kansas .............. 9 Donnan R. Harrison, Jr......Eldon, Missouri .......... ae 
Edwin E. Brown................. Cincinnati, Ohio .................... 8 Maynard W. Helms........... Oklahoma City, Oklahoma ibid 1 
a mew ita: GUM a ee case Portiand, Oregon ...................- 8 Vernon L. Holm............... Chicago, tilinois .................... 1 
yaniz.i- Martin W. Snyder............. Richmond, Indiana ..............-. 8 Jarrald A. Jamison........... Arvada, Colorado ..........c0.000« 1 
AHA’s 
the re- 
n wi KANSAS CUUY WIRE “coMeany 
S with COMPANY 
‘ing 10 
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minimize the impact of the new na- 
tional Blue Cross organization, sub- 
sequent developments in re-estab- 
lishing effective liaison have been 
most encouraging. The AHA’s 
Board of Trustees, at its November 
18, 1960 meeting, appointed a five- 
man committee to serve as their 
liaison with the HIC. This Com- 
mittee is made up of the five hospital 
representatives appointed to the 
newly formed Council on Blue 
Cross, Financing and Prepayment. 
It seems reasonable to expect that 
the composition of the new com- 
mittee will permit the desired ob- 
jectivity on matters of mutual in- 
terest. 


Two Projects 


Concurrent with these develop- 
ments, Committees of the AHA co- 
operated in the completion of two 
important HIC projects: 

(1) Proposed changes in HAP-4 
and IHF-1 forms were submitted 


to their Committee last fall. The 
Committee endorsed the changes and 
the Board of Trustees of the AHA 
approved the action in November. 
With this clearance a recently com- 
pleted manual of HAP-4 procedures 
and a Revised Benefit Identification 
System for Individual and Family 
Type Coverages will be released to 
the Council’s member companies and 
the state committees. 

(2) Early last year the AHA 
formed an “Advisory Committee on 
the 1960 Hospital Rate Survey.” A 
representative of the Council was 
named to serve on the Committee at 
its first meeting in June 1960, The 
Committee approved the Council’s 
request that the AHA develop pe- 
riodic surveys of the hospitals daily 
service charges (room rates) by 
type of accommodations. The ques- 
tionnaire on which the survey is to 
be developed has been disiributed 
to 5,400 short term general and 
other special nonfederal hospitals 
listed in the AHA Guide. It was 
agreed that the AHA would conduct 
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CAN YOU PROSPECT? Do 


your prospects come directly from your own 


effort, ability and imagination? Can you show others “show to”? 


CAN YOU TELL A CONVINCING SALES STORY? If you're doing well right now 
with what you've got, you'll do better with our proven competitive mer- 
chandising plans featuring sound life plans and the most modern and 
competitive A&S portfolio in the industry —and the premium payment 
plan of the future, Check-O-Matic. 

Can you inspire and show others “how to’? 


CAN YOU COMPETE? Do 


you thrive on competition with others? More 


important, do you compete with yourself? 
Can you instill this spirit in others? 


DO YOU REALLY WANT TO EARN MORE MONEY? Do you want to earn top 
dollars present and future—for your own personal “know how” and 
for your ability to show others “how to”? 

HERE'S YOUR ANSWER! Highest lifetime service fee in the business for the 
career underwriter — fully vested renewals for 9 years—top Ist year 
commission on par and non-par policies— agency office allowance — 
non-contributory pension plan — operating capital for new agents. 


Wie. = or Phone Immediately. 


RANK L. BARNES, President 
HOWARD W. KRATT Vice President and Director of Agencies 
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three surveys at six months inter- 
vals. 

To paraphrase President Eisen- 
hower’s closing remarks in his last 
report on the State of the Union: 
I do not submit this report on hos- 
pital relations implying that all is 
well, that all problems are solved. 
For progress implies both new and 
continuing problems. Problems that 
in their final analysis will, in the 
most part, find their solution in state 
committee action at the local level. 





INTEGRATED HOUSING 


WHEN A NEIGHBORHOOD becomes 
racially integrated, the odds are 4- 
to-1 that home values will remain 
stable or improve, a San Francisco 
economist reported recently at The 
University of Michigan. Luigi 
Laurenti, former University of Cali- 
fornia faculty member, based this 
finding on a comparative analysis 
of over 10,000 house sales in San 
Francisco, Oakland and Philadelphia 
covering the 12-year period, 1943- 
55. Similar results have been re- 
ported by researchers in Chicago, 
Detroit, Kansas City, Los Angeles, 
and Portland, he said. Together, 
they deal a “crushing blow” to the 
widely held belief that racial inte- 
gration invariably causes a decline 
in property values. 


Changing Neighborhoods 


Laurenti’s study, the largest of its 
kind ever made, involved 20 racially- 
changing neighborhoods outside the 
central part of metropolitan areas. 
Each was matched with a similar 
neighborhood which remained all- 
white. In 41 per cent of all the com- 
parisons made, home prices in 
racially integrated neighborhoods 
“behaved just as they did in the all- 
white areas,” he said. In 44 per cent 
of the comparisons, prices in the 
integrated neighborhoods rose by 
margins of five to 26 per cent above 
those in all-white areas. In the re- 
maining 15 per cent, prices declined 
by margins of five to nine per cent 
below those in all-white neighbor- 
hoods. “These findings applied gen- 
erally across the board, regardless 
of whether a neighborhood happened 
to be high-priced or low-priced, or 
whether it had been entered by many 
or few non-white families,” he said. 


Best’s Life News 





tol 


ter- 


en- 
last 
on: 
Os- 
is 


und 
hat 
the 
ate 


nes 

4. 
ain 
SCO 
“he 
igi 
ali- 
his 
SiS 
an 
hia 
13- 


£0, 
les, 
er, 
the 
te- 
ine 


its 
ly- 
the 
as. 
lar 
all- 


in 
»ds 
all- 
ent 
the 


ve 
re- 
ied 
ent 
or- 
2n- 
ess 
ed 


ny 
id. 





THE 








RULE 
OF 
CAVE 


CARLYLE M. DUNAWAY 
General Counsel 
The National Association 
of Life Underwriters 


S HOULD POLICY REPLACEMENTS be 
subject to the rule of caveat emp- 
tor—i.e., “buyer beware”? Now, if 
I were to elect to construe that ques- 
tion in a strictly literal sense, I could 
easily and in all good conscience an- 
swer it by saying “absolutely not.” 
However, I suspect that the real 
question is not simply whether the 
rule of caveat emptor should apply 
with respect to policy replacements 
but whether the rule does, in fact, 
apply to this type of situation. 


Negative Answer 


I am personally convinced that the 
answer must still be “no,” although 
1] shall have to admit that the rea- 
soning behind this answer appears 
to be somewhat less controvertible 
in cases involving disciplinary or 
penal proceedings brought by insur- 
ance supervisory officials agaiast 
transgressing agents under the typi- 
cal state “anti-twisting” laws than 
in civil actions brought by injured 
policyholders against such agents 
and/or their companies. Let us first 
consider the latter type of actions. 

In a civil action—e.g. for fraud 
and deceit—brought by a policy- 
holder against an agent and/or his 
company, the policyholder must of 
course do more than simply prove 
that the agent induced him to replace 
old life insurance with new. He 
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must show that the replacement was 
brought about as the result of the 
agent’s misrepresentations or mis- 
leading or incomplete policy com- 
parisons. 

Further, the policyholder must 
show not only that he relied upon 
the agent’s misrepresentations or pol- 
icy comparisons but also that such 


‘reliance was justified. 


Misrepresentation by Agents 


There appear to be few, if any, 
cases involving civil actions brought 
by policyholders against agents or 
companies on the ground of fraudu- 
lent misrepresentation in the sale of 
policies in which the replacement of 
existing insurance was stressed as a 
significant factor. However, since a 
showing of misrepresentation on the 
part of the agent and justifiable re- 
liance thereon by the policyholder 
is usually essential to the success of 
any civil action brought by the latter 
in a replacement situation, I believe 
that it will be helpful to take a quick 
look at the area of the law dealing 
generally with the consequences of 
mistfepresentation by agents in the 
sale of life insurance. 

There are quite a number of cases 
which stand for the proposition that 
in order for a purchaser of life insur- 
ance to obtain legal redress because 
of misrepresentations made by an 
agent in selling the insurance, the 
purchaser must not only show that 
he bought the insurance in reliance 
upon the misrepresentations but also 
—as I said just a few moments ago 








iin 











—establish that such reliance was 
justified.1 The presence or absence 
of justifiable reliance will, in turn, 
depend upon the circumstances in- 
volved in a given case. The Supreme 
Court of South Carolina put the 
matter this way in the case of 
Thomas v. American W orkmen, 197 
S.C. 178, 14 S.E. 2d 886, 136 
A.L.R. 1 (1942): 

“Whether or not reliance upon a 
representation in a particular case 
is justifiable or excusable, what con- 
stitutes reasonable prudence and dili- 
gence with respect to such reliance, 
and what constitutes a reckless or 
conscious failure to exercise such 
prudence, will depend upon the vari- 
ous circumstances involved, such as 
the form and materiality of the rep- 
resentations, the respective intelli- 
gence, experience, age and ,mental 
and physical condition of the parties, 
and the relation and _ respective 
knowledge and means of knowledge 
of the parties.” 


Many Decisions 


In line with this type of reasoning 
there are, for example, a good many 
decisions denying the policyholder’s 
right to civil redress on account of 
alleged fraudulent misrepresenta- 
tion with respect to the contents of 
his policy where it was determined 
that he could have readily ascertained 
the true facts by a timely reading of 
his policy, had the intelligence and 
education to understand the policy 

(Continued on the next page) 
1. See cases digested at 136 A.L.R. 5(1942). 
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Caveat Emptor—Continued other foot.2 This would seem to be 
particularly true where the insur- 
ance transaction is a complicated one. 
The well-known case of Knox v. 
Anderson 159 F. Supp. 795 (D. 
Hawaii 1958)* is illustrative of this 
type of situation. Incidentally, it is 


and had full opportunity to examine 
it.” 

However, where misrepresenta- 
tions deal with matters connected 
with a policy in which the agent has, 
should have or professes to have a 
superior knowledge, then the shoe 
would plainly appear to be on the 


3. See XIV Association of Life Insurance Coun- 
sel Proceedings 423, 442-3, 448-9 (1958-1959), 
paper by Allen M. Steele, General Counsel, Life 
and Casualty Insurance Company of Tennessee, 
entitled “Legal Duties and Liabilities of the 
Life Insurance Agent.” 

4. The findings of fact and conclusions of law 


2. Id. at pp. 37-51. in the Knox case are reported at 162 F. Supp. 338. 
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also the only case that I have come 
across in which a court has, in so 
many words, referred to the applica- 
bility of the rule of caveat emptor 
to the sale of life insurance. 

I shall not burden you with a de- 
tailed review of the complicated facts 
of the Knox case. However, the high 
lights were about as follows: The 
defendant, Anderson, who special- 
ized in the sale of loan-financed life 
insurance, sold to the plaintiff, Knox, 
on the so-called “bank loan plan,” a 
$100,000 10-pay life policy, with an 
annual premium of $7,265. At the 
time of the sale, Knox’s annual in- 
come was $9,600. He obtained loans 
against his existing insurance to help 
pay the first premium on the new 
policy. He was assured by Anderson 
that since the interest on these loans, 
together with the interest that he 
was to pay on subsequent loans ob- 
tained to carry the policy, was tax 
deductible, his average annual net 
outlay for the $100,000 policy would 
be only slightly in excess of what he 
had been paying in premiums for his 
old insurance of approximately $41,- 
000. 

A few months later Anderson also 
sold Knox a $50,000 policy on the 
latter’s wife—again on the bank loan 
plan. 

In all of the schedules that he used 
to illustrate the effect of the interest 
deduction in Knox’s case, Anderson 
showed Knox as being in a 40% 
income tax bracket when he knew 
—or certainly had every reason to 
know—that Knox in fact was in a 
26% bracket. 


Complicated Schedules 


Moreover, the schedules used by 
Anderson were so complicated and 
difficult of comprehension that a 
former Insurance Commissioner of 
Hawaii testified that he had to spend 
thirty to forty hours just to find 
out from the final schedule what had 
happened to Knox’s old policies in 
the new program. Another witness 
—described in the opinion as a “well- 
qualified expert”—testified that de- 
spite his familiarity with bank-fiu- 
nanced insurance, it took him six or 
seven hours a day for two weeks to 
analyze the schedule prepared by 
Anderson. Incidentally, it might be 
added that Anderson had exacted 
from Knox a promise not to show 
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the schedules to “any insurance com- 
petitor.” 

To make a long story short, Knox, 
after finally consulting with two 
other individuals in the insurance 
business, concluded that he had 
bought far more insurance than he 
could afford. He then cancelled the 
two new policies and brought an 
action for damages against Anderson 
for fraud and deceit. 


Awarded Damages 


The court held for Knox and 
awarded him not only his actual 
damages, in the amount of more than 
$13,000, but also the sum of $2,500 
for mental suffering and $10,000 as 
and for exemplary and punitive dam- 
ages. 

During the course of its opinion, 
the court made the following state- 
ment : 

“The complexity of the insurance 
plan sold-to plaintiff brings us into 
an area of the law which has long 
since seen the demise of caveat emp- 

‘Buyer beware’ lingers now only 
in the argument of the lawyers.” 

My own firm opinion is that the 
courts will reach this same conclu- 
sion with respect to replacement 
situations, at least where the pur- 
chaser relies entirely upon the agent 
making the presentation and does 
not seek outside insurance counsel- 
ing. It may be true, normally, that a 
replacement transaction in and of it- 
self is not as complicated a maneuver 
as the sale of loan-financed insur- 
ance. Still, it is usually characterized 
by a fairly high degree of complexity, 
particularly since it necessarily in- 
volves policy comparisons which are 
generally exceedingly difficult for 
even a trained and experienced agent 
to make with accuracy.5 This, it 
seems to me, clearly makes for a 
situation in which the purchaser is 
both induced and entitled to place 
his reliance upon the superior skill 
and knowledge of the agent and thus 
to negate the rule of caveat emptor. 

Indeed, there are some who ap- 
parently feel that the doctrine of 
caveat emptor would not apply ir- 





For an excellent treatment of the more sig- 
nificane factors to be considered in making policy 
comparisons, see Chapter 16 of the Life and 
H th Insurance Handbook (1959), entitled 

“Analyzing Contracts and Costs.’ See also NEW 
YORK INSURANCE LAW, § 127 (2), which 
sets very exacting standards with respect to cost 
comparisons. 
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Always Open 


To all the men in the field — general 
agents, special and all agents — the 
doors of the home office executives 
are always open. 


Personal visits, phone calls, letters 
with suggestions are very welcome at 
“headquarters”. 

The open door policy is our “way of 
life” at Old Line Life, enabling you 
to get to know management in every 


The 


phase of our organization. 

Our active, “one big family” organi- 
zation offers an exceptionally profit- 
able future to men qualified as gen- 
eral agents who wish the stimulating 
experience of associating with our 
“fast moving” company. 

For more information write 


Forrest D. Guynn, President 

R. J. Kohiruss, Director of 
Accident and Sickness—Sales 

C. S. Lewis, ‘ 
Superintendent of Agencies 

Dept. B-7 


INSURANCE COMPANY OF AMERICA 


707 N. ELEVENTH STREET: 


MILWAUKEE 3, WISCONSIN 





respective of the complexity of a 
given insurance plan. Take, for in- 
stance, the following quotation : 

“Does an insurance agent acquire a 
fiduciary relationship of ‘trust and 
confidence’ and a position of ‘super- 
ior knowledge’ solely by virtue of the 
fact that he is presenting a complex 
plan of insurance? We must con- 
clude that in fact he holds this rela- 
tionship with his clients regardless 


of the complexity of the plan being 
presented. ‘In the last quarter cen- 
tury the evolution from agent to life 
underwriter has been from peddler 
to pedant. Today the life under- 
writer is recognized by society as a 
trained expert in estate analysis, and 
the quality of his golf game is no 
longer a major factor!’ This is the 
goal which has been sought, and with 
(Continued on the next page) 
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Caveat Emptor—Continued 


the position, come the responsibili- 
ties.” ® 

While it may be that the author 
of the above somewhat overstated his 
case, I personally believe that, by and 
large, his thinking was accurate and 
is indicative of the modern trend in 
the “rules of the game” governing 
the relationship between life under- 
writers and their prospects and pol- 
icyholders. Needless to say, it seems 
perfectly obvious to me that he would 
disown the doctrine of caveat emptor 
in cases involving the replacement 
of insurance. 

To repeat, it is my own conclusion 
that, in the absence of unusual cir- 
cumstances, an agent will not be 
permitted to fall back on the doctrine 
of caveat emptor as a defense against 
civil action brought by an injured 
policyholder who has been induced 
by the agent’s misrepresentations or 
incomplete or misleading policy com- 
parisons to replace existing insur- 
ance with new. 


Anti-Twisting Laws 


It is even clearer that the doctrine 
has no application in those cases in 
which insurance supervisory officials 
bring disciplinary or penal proceed- 
ings against offending agents under 
the various state “anti-twisting” 
laws.? This is so because in pro- 
ceedings of this kind, all that the 
state has to show is that the agent 
made misrepresentations or mislead- 
ing or incomplete policy comparisons 
which either had the purpose of in- 
ducing or had the tendency to induce 
the policyholder to replace his old 
insurance with new. It is not neces- 
sary to prove that the policyholder 
in fact relied upon the agent’s pres- 
entation.® Indeed, under the typical 
anti-twisting statute, it is not even 
necessary to prove that the policy- 
holder actually replaced his insur- 





6. See XIV Association of Life Insurance Coun- 
sel Proceedings 575, 607 (1958-1959), paper by 
Robert W. Smith, Jr., Assistant General Counsel, 
Union Mutual Life Insurance Company, entitled 
“Minimum Deposit Plans: A Primer for Life 
Insurance Counsel.” 


7. See p. 454 of paper cited supra in note 3. 


8. For example, the NEW YORK INSURANCE 
LAW, § 127 (1), provides in part simply that 
no agent “shall make to any person or persons 
any incomplete comparison of any such licies 
or contracts of any insurer or insurers, for the 
purpose of inducing, or tending to induce, such 
person or persons to lapse, forfeit or surrender 
any insurance policy or contract.” 


Collins v. Caminetti, 24 Cal. 2d 766, 151 
P. “Sa 105, 154 A.L.R. 1141 (1944). 





ance.!° Thus, I reiterate that in this 
type of action, it is clear that the 
issue of caveat emptor has absolutely 
no relevance in determining the guilt 
or innocence of the agent concerned. 

I must confess that I see no par- 
ticularly easy or ready solutions to 
the problem posed by the indiscrimi- 
nate and unwarranted replacement of 
policies. However, I do wish to offer 
the following suggestions as at least 
representing steps in the right di- 
rection : 


1. Our local life underwriter and 
general agents and managers associa- 
tions should continue and intensify 
their efforts to cooperate with the 
Insurance Departments of their own 
states to bring all twisters promptly 
to book. 


2. Our associations should be more 
aggressive than at present in dis- 
ciplining their own members for vio- 
lations of the anti-twisting laws. 


3. It would seem advisable that 
every state have a law or regulation 
requiring that any proposal counsel- 
ing the replacement of existing in- 
surance be submitted in writing to 
the prospect and other directly in- 
terested parties. Only a few states 
presently have such a regulation, al- 
though its desirability should be self- 
evident. 


4. Our associations, and the home 
offices as well, should take more 
aggressive action to educate our pol- 
icyholders concerning the general 
lack of wisdom in replacing existing 
policies. In this connection, the 
Amarillo Association of Life Un- 
derwriters has developed a very 
simple card for use by its members 
as a mailing piece to their policy 
holders. This little card simply (a) 
warns the policyholder that replace- 
ment of insurance is, in most cases, 
not to his best interests and (b) 
advises that before replacing a par 
ticular policy, the policyholder should 
contact a representative of the com- 
pany which issued the policy. It 
seems to me that this type of mes- 
sage, though quite simple, shoul 
prove to be very effective. 


5. Finally, I believe each general 
agent or manager, and each home 
office, can and should be more con- 
scientious and alert in policing the 
replacement activities of his or its 
own agents. 





10. Supra, note 8. 
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You’re the kind of man we want. A successful agent — happy in his work. The career 
opportunity we have to offer you is so unique among major life insurance companies that we 
believe even you will want to turn around and take a good hard look at it. Inquire by writing to 
Murray Longworth, President, United of Omaha, Omaha, Nebraska. 


United 


OF OMAHA 


UNITED BENEFIT LIFE 
INSURANCE COMPANY 
OMAHA, NEBRASKA 
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REPLACEMENT QUESTIONNAIRE 


Prepared by the Association of 
Advanced Life Underwriters 


ERHAPS ONE OF THE most pro- 
| en problems facing the 
agency force of the life insurance 
industry is the replacement by a 
policyholder of existing insurance 
with a new policy. Recognizing the 
importance of this problem to its 
members, the Association of Ad- 
vanced Life Underwriters queried 
them as to how greatly it affected 
them and the areas from which they 
felt it originated. The questionnaire 
produced more interest than any 
other single item the association has 
circulated among its membership. 
The results are presented here along 
with some comments which were 
appended. It will be understood that 
the comments express individual 
opinions and do not necessarily re- 


flect the attitude or feeling of the ~ 


group. 
|. Personal Information 
1. Are you: 


a. (47.6%) Career Life Agent 
b. (36.5%) Manager or General 


Agent 

c. (28.6%) Broker, or Independ- 
ent 

d. (14.3%) Mixed, General and 
Life 


e. (1.6%) Other 
f. (0.0%) Part Time 
2. Members of/or completed : 
a. (83%) N.A.L.U. 
b. (67%) M.D.R.T. 
c. (33%) C.L.U. 
d. (19%) L.U.T.C. 
3. Your ordinary life production last 
year?: 
a. (11%) Under $400,000 
b. ( 8%) $400,000-$750,000 
c. ( 8%) $750,000—$1,000,000 
d. (73%) over $1,000,000 


Il. State Insurance laws generally pro- 
vide: "No agent shall make misrepre- 
sentations, misleading, or incomplete 
policy comparisons which have either 
the purpose of inducing or the tend- 
ency to induce a policyholder to 


For July, 1961 


replace existing insurance with new 


insurance.""— 

Yes No Undecided 
1. Do you con- 
sider “Replace- 
ment” a serious 
industry prob- 
lem? 
(a) Is it a seri- 
ous problem in 
your city? 
(b) Is it a seri- 
ous problem to 
others in your 
agency ? 
(c) Is it a seri- 
ous problem to 


35% 37% 28% 


23% 38% 39% 


7% 65% 28% 


you? 5.1% 93.2% 17% 
2. Have you en- 

countered “Re- 

placement” 

among your pol- 

icyholders ? 51% 47% 2% 
(a) Among “or- 

phans” in your 

agency ? 34% 53% 13% 


In general, who seems to institute 

“Replacement” ? 

a. (49.2%) Competing life insur- 
ance agent 

b. (30.2%) Mutual 
securities salesmen 

c. (23.9%) “Dual” licensed in- 
surance and securities agent 

d. (12.7%) Client’s professional 


advisors 


fund or 


3. If you were asked to identify “Re- 
placers” in your area, could you 
specifically point to: 

a. (42.9%) Certain agents who 
seem to make replacement a 
general practice 

b. (25.4%) Part-time agents 

c. (14.3%) Agents closely identi- 
fied with a particular agency 
or company 

d. (4.8%) Agents licensed to sell 
both life insurance and securi- 
ties 


4. If you encountered “replace- 
ment,” do you think a complaint 
lodged with any of the following 
would help: 


Yes No 
a. With the “re- 
placer’s” mana- 
ger or with gen- 
eral agent ? 11.3% 58.5% 31.2% 
b. With the “re- 
placer’s” com- 
pany? 21.2% 48.1% 31.2% 
c. With the in- 
surance commis- 
sioner of your 


Maybe 


state ? 34.0% 30.0% 36.0% 
d. With manage- 
ment of your 


company ? 20.0% 64.0% 16.0% 
5. If you have ever found it advisable 
to suggest that a policyholder re- 
place a policy, did you obtain 
necessary information for your 
comparison from : 
(67.7% ) the policy 
(57.1%) the issuing company 
(52.4%) published statistical ma- 
terial 


6. What is your approximate “per- 
sistency” ratio? 

a. (53.0%) Above 90% 

b. (14.3% ) 80%-90% 

. (1.6% ) 70%-80% 

d. (0.0% ) under 70% 


ie) 


7. In general, the blame for “twist- 
ing” and “replacement” has been 
placed on the unethical practices of 
certain agents. Do you think that 
the life insurance companies have 
contributed to the problem by : 

a. (38.1%) Extension of large group 
limits 

b. (38.1%) Issuance of high early 
year cash value policies 

c. (36.5% ) Contest for volume lead- 
ership among agents and companies 
d. (31.7%) New policy provisions 
not available in old policies 

e. (27.0%) Discrimination of old 
policyholders by issuing “specials” 
as loss leaders 

f. (270%) Dividend projections 
which project net costs never yet 
achieved by the issuing company 
g. (25.4%) Association groups 

h. (22.2%) Old non-par policies 
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which do not reflect current interest 
earnings and mortality savings 

i. (20.6% ) Large growth in number 
of new companies 

j. (20.6%) Lack of agent training 
and field development 

k. (19.0%) High termination rate of 
new agents, thus creating unserviced 
policyholders 

1. (15.9%) Large growth in number 
of new agencies and branches 

m. (12.7%) “Band rates” or pre- 
mium discounts for volume 


8. Do you think that the policyhold- 
er’s interests could be protected by 
new legislation providing : 

a. (71.4%) Stricter licensing and 
establishment of professional stand- 
ards for agents similar to those re- 
quired for lawyers and physicians 
b. (41.3%) More severe penalties 
to the agent for failure to disclose 
that replacement is contemplated 

c. (39.7%) Penalties against un- 
licensed persons who provide insur- 
ance advice 

d. (23.8%) Requirements that “in- 
spections” must include questioning 
of applicant regarding possible re- 
placement 

e. (22.2%) Increased power in the 
hands of State Insurance Depart- 
ments 

f. (22.2%) Make life insurance com- 
panies liable for actions of their 
agents under Treble Damage laws 
g. (17.5%) Requirement that com- 


panies would not be permitted to 
pay any commissions on any replaced 
insurance to new agent other than 
those that were still to be paid on 
the old policy 

h. (15.9%) Uniform state insurance 
laws strictly governing conduct of 
agents and companies 

i. (14.3%) Make agents liable for 
“malpractice”—Under Treble Dam- 
age laws 

j. (7.9%) Establishment of a Fed- 
eral Fair Trades Commission gov- 
erning the insurance industry 

k. (6.3%) Immunity for insurance 
companies under Federal Anti Trust 
regulations where the purpose of the 
industry cooperation was to clear up 
unethical practices. 

9. Do you think that the industry 
can solve this problem by: 

a. (36.5%) Closer cooperation be- 
tween companies 

b. (22.2%) “educational campaign” 
by sending all policyholders a stand- 
ard brochure prepared by the indus- 
try 

c. (22.2%) “educational advertising 
campaign” in newspapers and maga- 
zines. 

The following interesting ideas 
were raised in answers calling for 
additional comments : 

1. If the companies added one extra 
option, convert to term, subject to 
medical, back to date of issue, there 
would be no such thing as a twist or 
replacement. One of the fellows 
stated that the subject of twisting 
and term insurance plus mutual 





If these symptoms recur, 





’ @ Persistent pain and stiffness on arising 
@ Pain or tenderness in at least one joint 
@ Swelling in at least one joint 
@ Recurrence of these symptoms 


it may be 


see your physician at once! 


THE ARTHRITIS AND RHEUMATISM FOUNDATION 
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funds was endorsed by the Califor- 
nia State Medical Society. 


2. I don’t belive there really is a 
problem. This is a cover-up for com- 
pany failures to meet its social obliga- 
tion to its policyholders. 

3. The main problem seems to lie 
with the unconscionable agent who is 
interested in making a sale regard- 
less of consequences and needs 
within the ability to pay. 

4. I don’t believe that business mor- 
ality can be legislated. Any attempt 
brings the Government closer to our 
business. The Government is too 
close already. 

In any other business, replacement 
is considered competition. Who con- 
siders it immoral for a 1959 car 
owner who can’t really afford a new 
car to be persuaded to trade it in on 
a 1961 model. Economically, it is 
to his best interest to drive the old 
car five years or longer. 

Actually, many agents are not fa- 
miliar enough with the mathematics 
of life insurance to know that they 
are hurting the client. 


5. Stop giving out licenses to every- 
one who can sign his name. 

Stop all false advertising by agencies 
and companies about estate service, 
personnel, etc., and limit such to 
only the truly qualified. 


6. It is purely a matter of mathe- 
matics. The agent recognizes that 
pressing in an old agent will preju- 
dice his case. Therefore, he avoids 
such situations. As many people are 
injured by not having their insurance 
replaced as are those who do have 
their insurance replaced. 

7. Replacement is an all encompas- 
sing evil procedure. When all de- 
tails such as: 

a. clients objectives 

b. clients economic status and family 
responsibility 

c. nature of old policies 

d. nature of proposed policies 

e. health of client 

f. and countless other factors— 

are considered, an intelligent recom 
mendation can be made. From a life 
insurance man’s viewpoint, it appears 
to me that the man who has four 
children and is spending $400 to 
$500 annually on endowments for 
education and only $200 annually on 
insurance on his own life has been 
injured at least as seriously as he 
would be by a “replacer.” 
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8. Our problems are rooted to a fun- 
damental revolution taking place in: 
The swing to fixed dollars with 
proof that insurance has offered no 
protection in terms of human needs 
for purchasing power and honest 
counsel based on needs rather than 
commissions, brainwashed convic- 
tion that life insurance is the best 
investment for most people. 

There should be a marriage between 
insurance and investment fields so 
that advisors’ incentives and facts 
are in balance. 


9. I’m not qualified to answer these 
questions. 

These questions are not to the point 
as I see it. Life insurance selling 
is not a profession. It is a very com- 
petitive business. We are not 
lawyers or doctors. Insurance com- 
panies are in business to make 
money. 


10. I don’t feel the “replacement of 
insurance” is very much the concern 
of AALU. Discussion with any 
company actuary will reveal that 
there is a definite difference between 
the mortality experience on old pol- 
icies and the mortality experience on 
newly insured lives. It is mostly a 
concern of the insurance companies 
who do not wish to give up a wind- 
fall which they get by maintaining 
existing policies on now still insur- 
able lives. 

Let us take a representative com- 
pany’s policy plan and let us not con- 
fuse it with dividend schedules, which 
are extremely hard to come by. At 
the end of 1940 a 25 year old could 
buy a $100,000 from the “X” Com- 
pany for an annual premium of $1,- 
656. The premium was the same for 
male and female. In 1960 this policy 
had a cash value of $23,050 or a 
paid-up value of $45,680. If this in- 
sured decided to stop paying pre- 
miums and take his (or her) paid-up 
value he (or she) would need $54,320 
in order to have $100,000 as before. 
According to the.published rates of 
“X” Company, a male age 45 could 
purchase $54,320 for an annual pre- 
mium of $1,511.08 and a female age 
45 could buy it for $1,344.31. This 
reduction in premium income may 
be uncomfortable for “X” Company, 
but it is not detrimental to the in- 
sured and not detrimental to the 
agent who sold the new policy. 
Never having done business with 
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“X” Company, I do not know, but 
doubt whether the agent who sold 
the original $100,000 policy in 1940 
would lose any commissions, since 
“X” Company is not likely to pay 
much in service fees on policies is- 
sued in 1940. 

The insurance companies did not 
come to our side when we were con- 
cerned about the interest deduction. 
Why should we fight their battles 
for them now? 


11. “Public” education should be 
handled in a positive manner and 
not in a negative and protective 
manner. Rules, regulations, etc., 
should be kept on an intra-industry 
basis. The less discussion the better, 
since we often publicize unrealistic 
solutions. Replacement is more than 
a financial problem for the client— 
e.g., an “original” agent who refuses 
to provide service might well be “re- 
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Questionnaire—Continued 


placed” by a service-minded estate 
planner who could present, on an 
objective basis, the cost of replace- 
ment, and the client may wish to 
pay this “cost” and should be per- 
mitted to do so. 

12. Times, dollar values, changing 
conditions create the soil for the 
fertile growth of the term, invest 
the difference concept. No one at 
this time or in the past could pre- 
dict accurately which concept is 
correct. Due to the dollar conditions 
today, this concept is very salable 
to the public, but only time will tell 


UTERINE 
CANCER 
DEATHS 
_ SHOW 
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DROP 
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1960 figure vs estimated 


This substantial decline in the 
death rate from cancer of the 
uterus is the brightest phase of 
the current cancer picture, says 
the American Cancer Society. 
Uterine cancer still claims the 
lives of some 14,000 women 
annually. Yet the cure rate of 
uterine cancer when discovered 
early is nearly 100%. The Soci- 
ety stresses the importance to 
every woman of the annual 
health checkup, which should 
include a pelvic examination, a 
part of which should be the 
‘‘cell examination for 
uterine cancer” (the “Pap” 
smear test). 


FIGHT CANCER WITH A 
CHECKUP AND A CHECK 
AMERICAN CANCER SOCIETY 


as to which form of thinking proves 
to be the correct one. Naturally, 
this thinking tends to create the dis- 
trust of the public in their guaran- 
teed-dollar holdings, and opens the 
door to the agent to bypass the cash 
reserve concept, release the dollars 
for equity investment, buy term, and 
you will be better off, Mr. Insured— 
this will, as a result, create the ideal 
area for a “twister or replacement,” 
as the agent still and always will 
want his sale. 

As there is no economy, to this 
dilemma, the answer to the replace- 
ment problem lies within the com- 
panies themselves. If the compa- 
nies added an additional option to 
all permanent plans, the right to con- 
vert to term at the insured’s age at 
issue, refund the reserve to accumu- 
lated dividends, if any, they would 
retain all policies on the books, and 
if they were to be replaced by the 
agent, then he would be SO 
an act that could be proven to bé a 
true twist and to the detriment} of 
the insured. The New York Staite 
Insurance Department would also 
have to include in their twisting laws 
the fact that a twist would also em- 
brace the replacement of a term 
policy with a permanent plan. The 
problem will not be solved at the 
agents or selling levels, but only at 
the home office levels, and it would 
for a short period of time be to the 
company’s expense, but over the 
long pull, the companies would re- 
gain their reserve position, and 
strength, and the public acceptance 
would follow. In essence, all prog- 
ress is circular in nature, and the 
guaranteed insurance dollar would 
and will once again shine brightly to 
everyone’s benefit, if the companies 
themselves will allow it. 

13. There are three types of replace- 
ment which must be distinguished 
one from the other : 

1. Simple misrepresentation to an 
unsophisticated client in order to 
earn a new first-year commission. 
This can be handled by any one or 
combination of the policing measures 
outlined. 

2. The client who has bought a 
policy in a high-cost company (there 
are such, you know) and becomes 
convinced that he might better re- 
place it. In such a situation, the re- 
quirement for a complete comparison 
realistically enforced should suffice. 





Present New York regulations are 
unrealistic, because it is impossible 
to comply with them. The practical 
result is that it is impossible to bring 
about a replacement in New York 
State within the regulations. The 
result is widespread violation. 

This makes conspirators out of 
agents and buyers both, whereas a 
set of regulations that recognized 
that some policies sold are com- 
pletely non-competitive and should 
be replaced might have a salutary ef- 
fect on the type of merchandise of- 
fered to the public by some compa- 
nies. 


3. The type of replacement which is 
causing the widespread concern at 
this time is connected with the dual 
nature of life insurance contracts. 
Firstly, it is an insurance policy. 
Secondly, it is an investment. 
Wherever this order of priority is 
reversed, you are asking for replace- 
ment, 

I sell the concept of insurance. I 
do not use an investment illustra- 
tion as the sugar coated pill to get a 
man to buy the protection which is 
vital to an orderly financial program. 
A lapse ratio of less than ten per 
cent testifies to the psychological 
soundness of this approach. 

Now any other medium of invest- 
ment allows the investor to make ad- 
justments as conditions change. We 
are now talking about sophisticated 
people who are quite capable of man- 
aging their own affairs. Likewise, 
they are capable of judging the va- 
lidity or otherwise of advice that 
may be offered them. 

Only the life insurance industry of 
all the fields of investment says to 
the investor: Once you take a con- 
tract with us—it is sacred—you 
must never change it—or give it up 
on the pain of financial penalties. 
Furthermore, anyone who advises 
you to make such a change is by 
that very advice branded a malfeasor 
and subject to legal penalties. 

This is pure nonsense. A man 
has the duty to review his investment 
portfolio from time to time and make 
such changes as he deems to be in 
his best interest. The penalties built 
into the insurance contract to pre- 
vent such changes merely are one 
more factor that he must consider 
when making up his mind. If on 
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Questionnaire—from page 64 


balance he feels the change wili bene- 
fit him, he makes it. 


Again, he will conspire with his 
agent (in whom he has confidence) 
to protect the agent and avoid all the 
unpleasantness which will arise from 
the attempts on the part of the pre- 
vious agent and carrier to stop the 
transaction. 

Remember, we are talking about a 
sophisticated person, not likely to be 
hoodwinked by simple misrepresen- 
tation. 

The insurance industry by and 
large has set up a gigantic tie in 
arrangement whereby a man cannot 
purchase permanent insurance with- 
out investing his own reserves. To 
the extent that this is called for by 
rising mortality charges as a man 
grows older, there is no help for it. 

However, around this actuarial 
fact the industry has erected its in- 
vestment structure. The picture has 
been so distorted, that the investment 
features, instead of being incidental 
to a soundly worked out program of 
insurance, has become the central 
feature of the entire arrangement. 


Investment Value 


That insurance should conse- 
quently be reviewed from the point 
of view of its investment value fol- 
lows naturally from the above. Any 
attempt to keep the investor from 
making such changes as his business 
judgment indicates is simply fatuous. 

If the insurance industry wants 
to be competitive in the investment 
field, let us offer competitive mer- 





chandise—not depend on trying to 
dictate to its policyholders. No agent 
could replace a policy unless the 
policyholder felt it was in his best 
interest. In my opinion, malpractice 
on the part of the field force is re- 
sponsible for a very minor part of 
replacement business. 


Rightly or wrongly, foolishly or 
wisely, the investing public is turn- 
ing to other media for long-term 
investments and is insisting that the 
insurance industry provide more in- 
surance and less investment in its 
offerings. This is the heart of the 
so-called replacement problem, the 
rest is hot air. 


14. I am licensed in both mutual 
funds and life insurance. | have at- 
tended many sales meetings con- 
ducted by mutual funds organiza- 
tions, several of these by fund 
organizations which also own life 
insurance companies. I have been 
shocked at the lack of sincerity on 
the part of the national heads of 
these organizations and at the free 
rein and actual encouragement that 
is given to their representatives to 
murder the cash values of life insur- 
ance, not just through borrowing for 
investment, but through surrender 
and replacement with reducing term. 

I believe it would serve the pur- 
poses of the life insurance industry 
if no one could hold a license in both 
mutual funds and life insurance. The 
two ideas are compatible, but only in 
the hands of ethical representatives. 
A part-time mutual fundist posing 
as an estate planner and life insur- 
ance man can do nothing but harm 
to the life insurance industry. 


TEEN DRIVING BOOKLET 


Goop MANNERs and good sense are 
qualities the teen-ager should culti- 
vate before he gets his driving li- 
cense and practice behind the wheel 
of an automobile, according to the 
booklet, “How To Be A Better 
Teen-Age Driver,” published by 
Metropolitan Life Insurance Com- 
pany. Speeding, cutting in and out, 
racing other cars, rude or hazardous 
behavior of any sort—all these are 
not signs of a good driver who wins 
the admiration and respect of other 
drivers. Rather, the booklet points 
out, they are sure signs of immatur- 
ity, a likely way to lose a driver’s li- 
cense, and a certain way to become 
marked as a teen-aged square. 

Other tips for teen-age drivers 
outlined by the booklet include: 

A good driver is one who has made 
the effort to become a good one 
by taking and successfully complet- 
ing an approved training course. 

A good driver uses his head, his 
eyes and his wits to help him be- 
come the person who saves lives, the 
one who avoids crack-ups by the 
use of skill and foresight, and 
the teen-ager who shows that young 
people are able and willing to accept 
responsibility. 

A good driver allows no horsing 
around on the part of his passengers 
which might distract him from the 
serious job of driving safely. 

“How To Be A Better Teen-Age 
Driver” is the first booklet pub- 
lished by Metropolitan—and one of 
the first published anywhere—which 
is intended specifically for the teen- 
age driver. 













me today. 


LIFE INSURANCE GENERAL AGENCIES OPEN IN Ar 


INDIANAPOLIS 





We _— Forgotten Mary and the Children! 


In this wonderful battle of competition we are seeing brought forth 
fantastic projections, unusual riders, agents’ benefits and the like—yet 
we can't help asking ‘what about the widow and the children?” We'll 
gladly put our merchandise up against any company in the world, but 
better yet, we invite comparisons with all companies as to our ability to 
pay more dollars of lifetime income to the beneficiary for each dollar of 
premium paid into our policy contracts. \f you're interested in selling that 


is financially satisfying for both yourself and your client, then write 


Wang VU. Wade, President 
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RESEARCH ®@ 


SERVICE ® 


EDUCATION ® 


The Effects of Electronics 


W. EVERETT JONES 
Research Assistant 
The Equitable Life Assurance 
Society of the United States 


Y WAY OF BACKGROUND you 
Biicu note that the Equitable 
Life Assurance Society is a large, 
non-industrial insurance company 
issuing ordinary and group insur- 
ance and annuities. It is a single 
home office company, operating its 
agency force almost completely un- 
der the managerial system and using 
a separate field organization of 
cashiers’ offices to provide decen- 
tralized service for the handling of 
most policyholder transactions. We 
have two IBM 705’s installed, and 
operating (in combination) 110 
hours or more per week for regular 
production, 40 hours for program 
development. 


Small Beginning 


The study of electronic data- 
processing began in our company in 
1952 as a part-time assignment for 
one man in the actuary’s depart- 
ment, Other people were brought 
into the study as it progressed, and 
out of the original study group there 
evolved a formaliy recognized staff 
organization with electronics plan- 
ning work as its chief responsibility. 
This organization remained admin- 
istratively a part of the actuary’s 
department until 1956; since then, 
it has been a separate ‘Methods 
Research Department.” Today it is 
headed by a vice president who re- 
ports to the senior vice president in 
charge of insurance operations. 

The methods research department 
came into existence as the result of 
electronics planning, as has been 
said, and was organized as an inde- 
pendent department largely because 
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such planning cannot be done suc- 
cessfully unless the people involved 
are able to think in terms of whole 
systems, rather than of separate 
functions and of departmental lines 
as they happen to stand at any one 
time. However, such an organiza- 
tion, oriented to problems that cross 
departmental lines, is of course use- 
ful too for planning work not in- 
volving electronics. This has been 
recognized in the assignment to our 
methods research department of a 
number of non-EDP responsibilities 
and, because we had no such organi- 
zation before, it can be said that 


.electronics planning has had, for us, 


a strong side effect in bolstering 
other systems and methods research 
and developmental work. 

The methods research department 
now has a complement of 105 people. 
Seventy-five of these are directly en- 
gaged in research, planning, systems 
development and programming in 
connection with EDPM. Five are 
assigned to non-EDPM systems re- 
search and developmental work. 
Twelve are installing our still new 
program of work analysis, measure- 
ment and control known as_ the 
“Methods and Production Analysis 
Program.” The rest are accounted 
for by the department’s manage- 
ment and over-all staff. 


No Operational Responsibility 


It is important to note that the 
department has no operational re- 
sponsibility. It is not involved in 
any administrative activity, and does 
not operate the 705’s. We feel that 
this situation is very important to 
the long-range success of research 
and planning ; day-to-day operational 
responsibility has a way of favoring 
the current crisis at the expense of 
long-range objectives. 


In the application of EDP, the 
first emphasis has been in getting 
on to the 705 those kinds of work 
where the volume of the job would 
enable substantial cost savings to 
materialize, with a secondary choice 
of those jobs where the speed and 
accuracy of EDP methods is of ma- 
terial importance. This approach 
naturally led, because of the volume, 
to ordinary insurance operations for 
the first applications of the equip- 
ment. Our current large volume op- 
erations in the ordinary area are 
policy issue and the preparation of 
records for new business; dividend 
computation and records adminis- 
tration; premium billing and collec- 
tion, and renewal commission ad- 
ministration and payment. 


A Major Change 


As we started to enter the area 
of ordinary insurance with EDP op- 
erations, a major organizational 
change was made to increase the 
efficiency of the new methods. It is 
one of the characteristics of EDP 
methods that various processings 
can be accomplished from one file, 
and even by one program, that had 
been performed under hand opera- 
tions in several different depart- 
ments. Accordingly a number of 
inter-related ordinary insurance 
functions were pulled together under 
one direction and into one depart- 
ment, the ordinary insurance admin- 
istration department ; a reorganiza- 
tion, in fact, concurrent with the 
creation of the methods research de- 
partment. The ordinary insurance 
administration department also is 
the department charged with the re- 
sponsibility of operating the 705’s 
both for itself and as a service bu- 
reau for other departments. 

(Continued on the next page) 
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Electronics—Continued 


It was the success of this regroup- 
ing of ordinary functions under a 
single direction that led us, when 
we started to enter into EDP work 
in the group insurance area, to create 
in a similar manner a group insur- 
ance administration department in 
1958. Again, in 1959 as we started 
full scale planning for group an- 
nuity EDP work, the group insur- 
ance administration department was 
expanded to cover this line as well 
and renamed the group administra- 
tion department. We feel that it is 
of great importance in EDP plan- 
ning to have an integrated organi- 
zation paralleling the integrated 
processing system that we are work- 
ing towards, at least with respect 
to the main administrative part of 
the activity. 

Our planning procedures for en- 
tering a new area with electronic 
data-processing are, in general, the 
following. As a first step, the meth- 
ods research department decides on 








a promising area for exploration, 
using the criteria mentioned above 
of : First, probable reductions in costs 
and, second, speed and accuracy of 
service. When such an area has been 
picked, particular personnel from 
the methods research department are 
assigned to the project as a full-time 
undertaking. These people are given 
the over-all responsibility for the de- 
velopment of the new system. 

The department or departments 
responsible for the work involved 
assign to the project persons from 
their areas with good knowledge of 
the practical problems of the func- 
tions under consideration. These are 
part-time assignments, carried out 
in addition to the individual’s other 
duties. Together, the research and 
operating personnel must visualize 
the system they are to create, and 
must define, with great precision, 
the specifications of the input, output 
and processing that are necessary. 
Sometimes the joint work is organ- 
ized quite informally and sometimes 
by an officially designated work 
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group. In any case, it is vital to 
remember that the development of 
procedures based on EDP must start 
with an examination of the basic re- 
quirements of the work to be done, 
rather than with consideration of the 
current methods employed in doing 
it. It might be noted that the de- 
velopmental period, involving op- 
erating as well as research people, 
also serves to some extent as_an 
educational period for the personnel 
who must run the system after it is 
created, 

Once precise specifications have 
been prepared, the necessary 705 
programs are written in the methods 
research department. The testing 
of these programs is another joint 
responsibility, shared by the research 
and the operating departments; it 
is important for the people who are 
going to be responsible for the work 
to acquire confidence in the new pro- 
grams through direct participating 
in the testing of them. 

Simultaneously with the develop- 
ment of the operational programs, 
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a similar set of steps is taken to 
solve the problems of installation of 
the new system. Education and 
training of the operating personnel 
are planned, decisions reached on 
whether to install the system at once 
in its entirely or on a pilot basis, 
special programs written where 
needed for use in setting up the 
master records, and numerous mi- 
nute details planned. 


Revise and Modify 


It must not be assumed that the 
job is over once the system is in- 
stalled and in satisfactory opera- 
tion, Insurance is far from a static 
business; new policies or methods 
of administration are constantly be- 
ing developed, and existing pro- 
grams and systems must be con- 
tinually revised and modified to 
adjust to new conditions. Experi- 
ence is teaching us the magnitude 
of this maintenance job, and we are 
beginning to feel that a logical sim- 
plicity and straightforwardness in a 
program is much to be preferred to 
any complex elegance if the main- 
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tenance of existing programs is to 
be carried out satisfactorily. 

The need to change EDPM pro- 
grams when new developments oc- 
cur, and when changes are made in 
operating practices, produces one of 
the main long range effects of elec- 
tronics on planning. Before EDPM, 
it was often possible to introduce 
change on the basis of makeshift 
adjustments which would work well 
enough during the time new pro- 
cedures were being developed. Even 
the new regular procedures could 
be worked out to cover the “usual 
situation,” with instructions to 
clerks to seek guidance when some- 
thing exceptional occurred so that 
rules covering the exception could 
be worked out only if and as needed. 
Under an EDPM system, such prac- 
tices simply won’t stand up. Much 
more careful, detailed and complete 
planning must be done in advance 
of the effective date of any change, 
and the more we become dependent 
upon EDPM the more we must 
allow for this new dimension of 
planning as a part of our going 
operations. 


Planning work in connection with 
electronic data-processing is having 
an interesting impact on planning 
outside the areas in which the ma- 
chines have their principal applica- 
tion. The company is a single entity, 
with all of its various systems, elec- 
tronic or otherwise, inter-locking 
and inter-weaving with each other. 
One cannot design electronic sys- 
tems in a vacuum, with no regard 
for the neighboring and abutting 
areas where electronic data-process- 
ing, at least at the present stage of 
development, is not appropriate. As 
has already been said, the methods 
research department has a group of 
people doing research and develop- 
mental work on areas in which EDP 
is not currently under study. Basi- 
cally, our methods of studying exist- 
ing systems and designing new ones, 
in non-EDP areas, are completely 
parallel and logically identical to the 
methods of the EDP systems people. 
We are sure that the distinctions 
between EDP and non-EDP sys- 
tems development will become fewer 
and fewer as time goes by; already 

(Continued on the next page) 


69 





Electronics—Continued 


we are accustomed to studies started 
with a non-EDP orientation turning 
into joint EDP and non-EDP 
projects, or even becoming full-scale 
EDP tasks. 

At the present, we are basically 
devoting our efforts to the study of 
various individual systems, elec- 
tronic or otherwise, and their inter- 
relations with their immediate neigh- 
bors. Presumably a fruitful area for 
research work at some future date, 
when the separate, individual sys- 
tems are better defined and under- 
stood, is the aggregate inter-rela- 
tionship of all systems which 
constitutes the company as a whole. 

I do not want to leave the ques- 
tion of how EDP affects planning 
without mentioning the impact on 
personnel planning, although this is 
much too big a subject to deal with 
in any detail in a general article 
such as this. Much has been written 
on the problems of cutting back in 
the number of jobs and the place- 
ment of people whose slowly ac- 
quired job-skills are suddenly out- 


dated, At the Equitable, as in other 
companies, a great deal of thought 
has gone into the plans to make 
sure that a suitable new place in the 
Society is found for every em- 
ployee whose job is eliminated by 
mechanization. In addition there is 
another aspect of the personnel 
problem arising out of EDP that 
is only slowly beginning to be ap- 
preciated and that is potentially 
harder to solve. This is the impact 
of EDP on future requirements for 
technical personnel, supervisors, and 
management at all levels. 


Selection and Training 


The complexities and interlock- 
ings of EDP systems will increase 
the level of imagination and intel- 
ligence required in many middle and 
upper level positions, and will in- 
crease the numbers of people who 
must combine great technical com- 
petence with the experience and 
attitudes needed to make good 
supervisors. At the same time, the 
very existence of the EDP systems 
will cut back the broad base of cleri- 
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cal personnel from which, tradi- 
tionally, the various levels of staff 
and management have risen. It 
would seem that the only solution 
of this problem would lie in de- 
liberate and thoughtful selection and 
training programs recognizing these 
changing needs and attempting, so 
far as is possible, to see far into the 
future; this is an important area of 
study for the companies’ EDP plan- 
ning staffs and their personnel de- 
partments alike. 

The whole subject of EDP de- 
velopment must be regarded as still 
in its infancy. Equipment is rap- 
idly changing, our understanding of 
how to use it is constantly growing, 
and it is difficult to predict what the 
future will bring. But it would seem 
that the problems of planning will 
increase rather than abate in the fu- 
ture. The paradox of EDP is the 
increased emphasis it demands in the 
end, on human beings : fewer people, 
but more competent, resourceful and 
imaginative people. 





HEALTH INSURANCE 


“PERFORMANCE BEYOND the time 
honored routines” will determine 
whether voluntary health insurance 
survives and prospers, Joseph W. 
Scherr, Jr., chairman of the public 
relations committee of the Health 
Insurance Association of America, 
said during a public relations sym- 
posium, “Toward Better Public Un- 
derstanding,” held at the annual 
meeting of the HIAA. 

In his address, entitled “Perform- 
ance—A Necessity,’ Mr. Scherr re- 
ported some of the conclusions 
reached by his committee and said 
performance was the “only basis” 
for an effective public relations pro- 
gram. He said that while perform 
ance with the tools at hand is im- 
portant, “acceptable performance 
under a new concept would go be- 
yond the routines and techniques of 
health care financing.” 


WIDE AREA PHONE SERVICE 


Repustic NATIONAL of Dallas. 
Texas has the first Wide Area Tele 
phone Service in the Southwest. It 
will enable company employees tv 
call direct from the company to any 
point in the United States without 
the assistance of a telephone com- 
pany operator. 
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Oregon Supreme Court Holds That 
Coronary Thrombosis After Breaking 
orse Not Accidental 


Joseph R. Thompson was an em- 
ployee of the Wendt Brothers, a 
partnership engaged. in ranching 


operations in Oregon. On Monday - 


morning, June 24, 1957, he was to 
break two horses to harness as part 
of his employment. The first horse 
he attempted to break to harness 
was a black one, six years old, weigh- 
ing about 1500 or 1600 pounds. The 
process used to break a horse to har- 
ness is to hitch it and an older horse 
that is already broken to harness to 
a wagon, and drive and stop alter- 
nately, for a period of time. This 
was accomplished with the first 
horse, and several trips around a 
pasture resulted in nothing unusual. 
However, the second one, a sorrel 
horse, was larger, weighing almost 
a ton; it was also six years old. 
After being hitched with the broken 
horse, it lunged and broke the wagon 
tongue and the efforts to break it 
were brought to a close for that day. 

Tuesday morning, June 25th, 
Thompson again took the broken 
horse, hitched it to the wagon along 
with the unbroken sorrel. The sor- 
rel was described as a snappy horse 
with a lot of action. After circling 
the pasture for about half an hour, 
the sorrel evidently frightened the 
broken horse, and command over 
the two became more difficult. The 
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The Legal Spothoht 


broken horse was not holding the 
sorrel sufficiently in check and 
Thompson was compelled to pull on 
the reins with all his strength in 
order to control the team. The 
horses would run for three or four 
minutes, stop for five or ten minutes, 
and then run again. It was very 
difficult to steer the team so that 
it would not run into chicken houses 
or fences in the pasture. No obstacle, 
however, was hit, nor did the horses 
fully escape from control and the 
wagon stayed upright. About an 
hour after experiencing this and un- 
harnessing the horse, and eating his 
noonday meal, Thompson experi- 
enced pains in his chest and short- 
ness of breath. A doctor subsequently 
diagnosed his condition as coronary 
thrombosis, resulting in heart muscle 
degeneration. 

Previously his employer, the 
Wendt Brothers, had applied for and 
received a group insurance policy 
providing a designated amount to 
any employee of Wendt Brothers 
who sustained bodily injuries or 
sickness caused by accident arising 
out of and in the course of employ- 
ment. Specifically, the policy pro- 
vided that it would “pay to or for 
each person described below who 
sustains bodily injury, sickness or 
disease caused by accident, the rea- 
sonable expense incurred within one 
year from the date of accident, for 
necessary medical, dental, surgical, 
ambulance, hospital, professional 
nursing, and funeral services. . . .” 

Thompson made claim for this 
sickness by virtue of the above pol- 
icy provision, but the company re- 
fused to pay, stating that there was 


no accident as contemplated by the 
policy. Trial before the lower court 
resulted in a jury verdict for Thomp- 
son. However, the trial judge 
granted the insurance company a 
judgment notwithstanding the ver- 
dict, on his belief that the record 
contained no evidence revealing an 
accidental cause for the plaintiff's 
troubles. 

Thompson appealed to the Oregon 
Supreme Court where Justice Ross- 
man wrote the opinion affirming the 
trial judge’s action. 

The court stated that its duty is 
to assign to the word “accident” 
its common meaning—the one which 
a purchaser of a policy of accident 
insurance places upon the word “ac- 
cident” when he buys the policy. 
Quoting from a previous Oregon 
Supreme Court case, the court 
stated : 


“This court is committed to the rule 
that when an unusual or unexplained 
result occurs by reason of the doing 
of an intentional act, where no mis- 
chance or slip occurs in the doing 
of that act, the injury is not an 
accident within the meaning of the 
statute.” 


And, from another case: 


“It is not the doing of an intentional 
act, however, that is controlling; it 
is what occurs while doing the in- 
tentional act. Practically stated, the 
cause of injury itself must be acci- 
dental not the unforeseen result.” 


The court observed that Thomp- 
son’s work in breaking in the sorrel 
horse was planned and intentional. 

(Continued on the next page) 
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Legal Spotlight—Continued 


Before he began it, he had become 
familiar on the preceding day with 
the wagon, with the pasture, and 
with the broken-in horse. In fact, 
he had even become somewhat ac- 
quainted with the sorrel horse itself 
when it lunged on the first day and 
broke the wagon tongue. 

The plaintiff had been engaged in 
this type of work previously and he 
knew it required skill, considerable 
physical exertion and ability to cope 
with excitement. This type of feat 
is for the hardy;-the plaintiff had 
passed his 62nd birthday and was, 
therefore, no longer a young man. 
The doctor expressed a belief that 
the exertion which Thompson un- 
derwent in breaking in the sorrel, 
subjected his coronary arteries to an 
undue strain, and thus brought on 
the coronary thrombosis, but the 
doctor did not indicate that any ac- 
cident had taken place. To the con- 
trary, his testimony denoted that 
nature took its inexorable course. 

The court reviews quite a few of 
the cases previously decided by the 
Oregon Supreme Court, to support 
their holding that the injury itself 
must be the product of an accident. 

The court concludes its opinion 
as follows : 


“Without resort to further analysis 
we express our belief that the evi- 
dence fails to show that the plain- 
tiff’s unfortunate condition resulted 
from an accident. It affords no basis 
for finding that the plaintiff was the 
victim of an accident—that is, of a 
mishap, slip-up or misadventure. To 
the contrary it indicates that events 
pursued their normal course, even 
though the sorrel horse made them 
rough, turbulent and excited. The 
plaintiff found himself engaged in an 
undertaking to which the spirit was 
willing, but his heart unequal.” 


Thompson, Appellant, v. General 
Ins. Co., Respondent, Oregon Su- 
preme Court, February 21, 1961. 4 
CCH Life Cases 2d, P. 1459. 
James A. Cox, Yturri & O’Kief, 
Yturri-O’Kief Building, 89 S. W. 
Third Avenue, Ontario, Oregon, for 
appellant ; 

David C. Silven, Banta, Silven, 
Horton & Young, 1950 Third Street, 
Baker, Oregon, for respondent. 


Unsigned And Undated Application 
Attached To Policy Held Not Ad- 
missible In Lawsuit 


On December 3, 1956, Sidney 
Ross applied to the Metropolitan 


Life Insurance Company for a $10,- 
000 ordinary whole life insurance 
policy. On December 15th of the 
same year he filled out the second 
portion of an application for the 
same policy, but about two weeks 
later Metropolitan notified Ross that 
it would not issue an ordinary whole 
life insurance policy because of his 
hypertension, but would, however, 
issue an intermediate whole life pol- 
icy, assuming that his heart and urine 
specimen were satisfactory. The in- 
termediate policy was different in 
that it required the payment of 
higher premiums than an ordinary 
policy. On January 30, 1957, Ross 
executed an application of amend- 
ment for this intermediate policy. 
He dated and signed the application 
after having specifically filled it out 
and answered it, and the intermediate 
policy was delivered to him effective 
as of December 28, 1956. Attached 
to the policy that was issued was a 
copy of the application and the ap- 
plication amendment. The copy of 
the application amendment was 
neither signed nor dated, but was 
otherwise identical with the original 
application amendment which was 
dated and signed by Ross. 

Ross died February 8, 1958, 
within the two-year contestable pe- 
riod, and claim was made for the face 
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A few prime managerial positions still available in the Midwest area. 
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amount of the policy by his bene- 
ficiary. The Metropolitan Life In- 
surance Company discovered certain 
alleged fraudulent misrepresentations 
in the application and denied liabil- 
ity on the policy and offered only a 
return of premiums paid. The offer 
was declined and suit was filed. Upon 
trial of this, the lower court held 
for the insurance company, where- 
upon the beneficiary appealed to the 
Pennsylvania Supreme Court where 
Justice Bell wrote the decision, re- 
versing the lower court’s decision, 
directing that judgment be entered 
for the plaintiff beneficiary. 

The main question involved was 
the interpretation of a statute requir- 
ing the application to be attached to 
the policy ; otherwise, no part of the 
application could be received in evi- 
dence in any controversy between the 
company and the insured or his 
beneficiary. This statute is similar 
to that in nearly all of the states, 
and specifically provides that a “cor- 
tect” copy of the application, as 
signed by the applicant, must be at- 
tached. 

The insurance company contended 
that the application amendment is a 
“correct” copy of the application as 
signed by the applicant, as it sets 
forth all of the pertinent provisions 
and the date and signature aren’t 
necessary. If such was error, the 
error is harmless and the statute 
should not be interpreted to produce 
an unreasonable or absurd result, or 
to aid in the perpetration of a fraud. 
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The court, however, stated that 
any application which is attached to 
a policy and does not contain the 
signature or date of the applicant, 
renders it unavailable for a ccs.pany 
to use in trial. 

It is the custom of insurance com- 
panies to put in their blank forms of 
application, long and intricate ques- 
tions or statements to be answered 
or made by the applicant, printed 
usually in very small type. The rele- 
vancy or materiality of these ques- 
tions are not always apparent to the 
inexperienced and, therefore, are 
liable to become traps to catch even 
the innocent unwary. The general 
intent of the statute was to keep these 
statements before the eyes of the 
insured so that he might know his 
contract and if it contained error, 
to have the company rectify it before 
it became too late. If the copy of 
the application is not correct, and 
an exact duplicate of what was sub- 
mitted by the insured, the entire ap- 
plication must be disregarded and 
not be used thereafter as the basis 
of a defense by the insuror. The 
court does not agree with the insur- 
ance company that the omission was 
harmless error or that the interpreta- 
tion the court herewith gives to the 
act requiring the application to. be 
attached, is unreasonable, although 
according to the contention of the 
insurance company, it will sanctify 
a fraud. 

The court notes that several other 
type statutes might possibly occa- 


sionally aid in the perpetration of an 
injustice or fraud such as the “Sta- 
tute of Frauds,” the “Dead Man’s 
Statute,” or the “Parol Evidence 
Rule,” although all of these are in- 
tended to eliminate fraud. 

Ross, Appellant v. Metropolitan 
Life Ins. Co., Appellee; Pennsyl- 
vania Supreme Court, Eastern Dis- 
trict, January, 1961. 4 CCH Life 
Cases 2d, P. 1475. 

Peter P. Zion, 515 Lewis Tower, 
225 South 15th Street, Philadelphia, 
Pennsylvania, for appellant ; 

Owen B. Rhoads, John T. Subak, 
Barnes, Dechert, Price, Myers & 
Rhoads, 1600 Three Penn Center 
Plaza, Philadelphia, Pennsylvania, 
for appellee. 





HOSPITAL ADMISSIONS RISE 


THE NUMBER OF patients admitted 
to hospitals in the United States has 
more than doubled in the last 20 
years, according to statisticians of 
Metropolitan Life Insurance Com- 
pany. Hospital admissions increased 
from about 10 million in 1940 to 
23.5 million in 1959; the admission 
rate rose correspondingly from 76 
to 133 per 1,000 population. 

Not only have hospitals been serv- 
ing an increasing number of patients, 
but they have also been devoting 
more and more effort to the training 
of medical personnel and to research, 
the statisticians pointed out. 
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C.L.U. Questions—from page 27 


to those who presumably need them, 
and keeps down the cost of the pro- 
gram. 

(ii) Unemployment compensa- 
tion benefits are financed by a tax 
on the payrolls of covered employers 
within each state. Under the Social 
Security Act of 1935, as amended, 
the federal government imposes a 
3% tax on covered wages up to 
$3000 per year in all the states. 
However, if the individual states 
establish acceptable programs of un- 
employment benefits, the federal gov- 
ernment allows the employers in 
such states to deduct from this fed- 
eral tax amounts payable to the states 
to finance unemployment compensa- 
tion up to 90% of the federal tax. 
Thus, the laws of the various states 
generally provide for taxing covered 
employers at the rate of 2.7% on the 
first $3000 of each employee’s earn- 
ings; the proceeds of this tax are 
used by the states to support the un- 
employment compensation benefits. 
The 0.3% taken by the federal gov- 
ernment is also used for employment 
security purposes. The federal gov- 
ernment finances the administration 
of the state laws through direct fed- 
eral grants, and any portion of the 
0.3% which remains after paying 
these administrative costs is allocated 
to an unemployment emergency re- 
serve (called the Federal Unemploy- 
ment Account). [ Editor’s note: The 
answer to this question is based upon 
the legislation in effect at the time 
of the examination. As of January 1, 
1961 the federal tax was increased to 
3.1% of the first $3000 of covered 
payrolls, and the amount taken by 
the federal government for admin- 
istrative purposes and for the emer- 
gency reserve was set at 0.4%.] All 
funds collected through these taxes 
are placed in the Unemployment 
Trust Fund, but each state is credited 
with the taxes collected from its em- 
ployers and charged with the benefit 
payments made under its law. There- 
fore, each state has its own individual 
account, although states may receive 
interest free loans from the Federal 
Unemployment Account if needed. 
Many states also have established 
systems of experience rating which 
allow employers who have had 
favorable unemployment records to 
contribute a smaller percentage of 
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payrolls than the 2.7% depending 
upon their own individual and the 
statewide experience. Contrariwise, 
unfavorable unemployment experi- 
ence may result in a higher tax rate 
for the employer. A few states also 
impose tax on covered employees 
to pay for a portion of the cost of 
unemployment compensation. 

(iii) The unemployment compen- 
sation laws of the various states are 
administered by a state agency or 
department which is generally estab- 
lished for the specific purpose of 
administering unemployment com- 
pensation benefits. As in the cases of 
coverage and qualification for bene- 
fits, the administration of unemploy- 
ment compensation in each state, 
while done locally, must meet certain 
minimum standards established by 
the federal government. The re- 
quired administrative standards in- 
clude the following: the merit sys- 
tem must be used in connection with 
the state’s administrative staff, the 
necessary reports must be made to 
the federal government, the state 
must cooperate with agencies admin- 
istering public works and employ- 
ment, a review system for denied 
claims must be established, and the 
law should be administered so that 
claims will be paid in full when 
proper. If the state plan meets these 
requirements of the federal govern- 
ment, the 90% tax offset described 
above is available. As mentioned pre- 
viously, the federal government dis- 
tributes a portion of the tax collected 
to the states for the administrative 
costs of the program. 

(b) (i) Under the workmen’s 
compensation laws of the various 
states, an employee can normally 
qualify for benefits providing he is 
in covered employment and his in- 
jury or disease arises out of and is in 
the course of his employment. 
Furthermore, there is usually a cer- 
tain waiting period before benefits 
will commence. The employments 
which are covered vary with the dif- 
ferent laws, but, generally, most pub- 
lic and private employments are in- 
cluded with the exception of certain 
fields such as agricultural workers, 
domestic servants, and casual labor, 
which are frequently excluded. In 
some states there are more numerous 
exclusions from the law. For histori- 
cal reasons some workmen’s compen- 
sation laws do not provide for 


compulsory coverage for employers 
who come under the law, but rather 
allow the employer and the ein- 
ployees to elect whether or not they 
wish to be covered. In these states, 
therefore, an employer must elect to 
be covered before his employees will 
be eligible for benefits. Election to be 
covered is often presumed unless the 
employer indicates to the contrary, 
and an employer who elects not to 
be covered normally loses his com- 
mon law defenses to actions for em- 
ployer’s liability brought by his 
employees. Other laws are com- 
pulsory and employers and em- 
ployees who are in employments 
covered by the laws must come 
under their provisions. Interestingly 
enough, employers who are not 
subject to workmen’s compensation 
laws may some times voluntarily 
elect to bring their employees under 
the provisions of the law and provide 
workmen’s compensation benefits for 
them. Only employees are covered; 
self-employed persons and “inde- 
pendent contractors” are not eligible. 
Most workmen’s compensation 
laws today also provide some cov- 
erage for occupational diseases. 


(ii) Workmen’s compensation 
benefits are financed by the covered 
employers either through premiums 
paid to an insurance company or to 
a state fund for workmen’s compen- 
sation insurance, or by payments 
made directly to injured workers. In 
most states, private insurance com- 
panies write the standard workmen's 
compensation and employer’s_lia- 
bility policy which provides the bene- 
fits required under the state’s work- 
men’s compensation law. In this way 
the bulk of workmen’s compensation 
benefit payments is provided through 
private insurance. The premiums 
paid by each employer depend upon 
the nature of the work done by his 
employees, discounts according to 
the amount of his premiums, and, 
under certain conditions, the em- 
ployer’s own loss experience. Ex- 
perience rating and _ retrospective 
rating methods are used by the insur- 
ance companies to reflect individual 
loss experience within certain limits 
for those employers qualifying for 
these plans. The safety engineering 
work done by private insurance com- 
panies has had, the admirable effect 
of reducing the cost of workmen's 
compensation insurance and reduc- 
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ing the economic and social losses 
arising out of work accidents. 

In some states, there are state 
funds which compete with the private 
insurance companies for workmen’s 
compensation business. In effect, 
these competitive state funds operate 
in the same way as an insurance 
company in that they receive premi- 
ums from employers and provide 
workmen’s compensation benefits out 
of the fund. 

A few states have monopolistic 
state funds which write all of the 
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workmen’s compensation insurance. 
Of course, in these states private in- 
surers do not write workmen’s com- 
pensation insurance. 

In some cases employers may 
choose not to insure the workmen’s 
compensation risk with a private 
insurer or a state fund but, rather, 
they will make similar payments 
directly to employees who qualify 
for benefits under the act. Most 
states will permit an employer to 
self-insure his workmen’s compensa- 
tion risk under certain conditions. 


(iii) Workmen’s compensation 
laws are administered in various 
ways in the different states. Gen- 
erally, separate administrative bodies 
are established by the states to ad- 
minister the laws and to hear cases 
of workers who are seeking benefits 
under the laws. Of course, decisions 
of such bodies may be appealed to 
the courts, There are three basic 
systems of such administration: the 
direct settlement method ; the agree- 
ment method, which is most com- 


(Continued on the next page) 
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C.L.U. Questions—Continued 


monly used today; and the hearing 
system. In a small minority of the 
states, the workmen’s compensation 
laws are administered through the 
courts without a separate administra- 
tive body being established. 

(ec) (i) The Social Security Act 
provides for federal grants in aid to 
the states to aid in financing state old 
age assistance programs. In order to 
receive these federal grants in aid, 
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the state assistance plan must meet 
certain minimum standards. While 
all of the state laws meet these mini- 
mum standards, there is considerable 
diversity among the state plans. 

All of the states require that the 
assistance recipient be 65 years old 
or over to qualify for benefits. Ac- 
cording to the federal standard, the 
age requirement can not be set 
above age 65. Applicants must also 
meet certain residence requirements 
to receive assistance. These require- 
ments vary among the states but may 
not be greater than the federal maxi- 
mum, Some states also have citizen- 
ship requirements. 

To be eligible for old age assist- 
ance the applicant must meet a needs 
test, and there are usually limits on 
the amount of property which the 
recipient may own. Also, in some 
cases, if the claimant has relatives 
who are financially able and legally 
obligated to support him, he will be 
disqualified from receiving assistance 
or the amount of his benefit will be 
reduced. 

(ii) Old age assistance benefits 
are financed by the federal and state 
governments out of their general rev- 
enues. For approved state programs 
the federal government pays the ex- 
penses of administration plus a por- 
tion of the average monthly old age 
assistance benefit. The extent to 
which the federal government con- 
tributes is based upon a formula 
which is contained in the law. How- 
ever, the federal government only 
pays a portion of the first $60 of each 
benefit. The formula results in the 
federal government’s paying a higher 
percentage of the costs of this pro- 
gram when the average benefit is 
low; this favors the poorer states 
since they tend to have lower average 
benefits. The federal contribution is 
paid in the form of grants in aid from 
the federal treasury. The states and 
local governments pay the remainder 
of the costs of the programs. Ac- 
cording to the minimum federal 
standards, the state must participate 
financially in the program. 

(iii) Old-age assistance programs 
are administered by the individual 
states and by local government units. 
As in other aspects of old-age assist- 
ance, the administration of these pro- 
grams must meet certain minimum 
federal standards including the fol- 
lowing: the plan must either be ad- 


ministered by a single state agency 
or such an agency must supervise 
the local authorities who administer 
assistance, the administrative person- 
nel must be selected and retained on 
the merit system, information ob- 
tained from applicants or recipients 
is to be kept confidential, and claim- 
ants must have the right to a hearing 
if they are dissatisfied. 


QUESTION 3 


(a and b) Describe the several 
important similarities and differ- 
ences between the typical dis- 
ability income rider to a life in- 
surance policy and the typical 
noncancellable guaranteed _re- 
newable disability income policy. 

(c) Describe the nature of the 
disability income benefit pro- 
visions included in the Old-Age, 
Survivors, and Disability Insur- 
ance program. 


Answer to Question 3 


(a and b) The several important 
similarities between the typical disa- 
bility income rider to a life in- 
surance policy and the typical 
noncancellable guaranteed renewa- 
able disability income policy are as 
follows. 

1. Both the rider and the disa- 
bility income policy are noncancella- 
ble and guaranteed renewable; 
therefore, the insurer may not cancel 
the coverage at its discretion during 
the policy term and is obligated to 
continue the coverage until the end 
of the contract period except for non- 
payment of premiums. On the other 
hand, the insured may continue the 
coverage under both contracts by the 
timely payment of premiums. It 
should be noted, however, that non- 
cancellable guaranteed renewable 
policies may give to the company thie 
right to increase premiums for whole 
classes of insureds, which tends to 
dilute the guarantee available to the 
insured. Of course, the insurance 
company may not arbitrarily increase 
the rates on individual policies, but 
must take this action only with re- 
spect to whole classes of policies. 
Disability income riders on life in- 
surance policies do not give the right 
to increase premiums to the insur- 
ance company. 
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2. Both the disability income rider 
and the noncancellable guaranteed 
renewable disability income policy 
usually include a waiting period dur- 
ing which the insured must remain 
continuously disabled before benefits 
begin. 

3. Another similarity is that there 
is a limit on the duration for which 
disability income payments will be 
made under both coverages. The 
disability income riders commonly 
provide that the monthly income per 
$1000 of life insurance will be paya- 
ble to age 65 at which point the 
policy matures as an endowment. 
With respect to duration of benefits, 
there is no distinction between disa- 
bility caused by accident or by sick- 
ness. Disability income policies pro- 
vide a variety of maximum durations 
which the insured may select when 
purchasing the policy, and they may 
have different maxima for accident 
and sickness. Some policies allow 
only a short maximum period, such 
as one, two or three years, for sick- 
ness, while other policies cover long 
term disability and will pay benefits 
for sickness for a specified number 
of years, such as 10 or 15 years, or 
to age 65, or even for life. In recent 
years the insurance companies have 
become more liberal in this respect 
and are willing to write noncancella- 
ble guaranteed renewable disability 
income policies for relatively long 
maximum periods of disability. Life 
time benefits for accident are quite 
common, although limited periods 
are also used. 

4. The premium structures of 
both types of coverage are similar in 
that a level premium is charged over 
the policy period, and premiums vary 
with the age of the insured when the 
policy is issued. In the case of the 
life insurance rider, a specific addi- 
tional premium is added to the pre- 
mium for the life insurance. If the 
insured continues the life insurance 
policy beyond the expiration of the 
rider, his premium ‘will be reduced 
by the amount of the additional pre- 
mium for the disability income rider. 

5. A grace period, during which 
overdue premium payments may be 
made without a lapse in the coverage, 
applies to both the disability income 
rider and the separate disability in- 
come policy. Under the standard 
provisions of life insurance policies, 
the grace period typically runs for 
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one of the 





ASSURANCE 


31 days after the premium becomes 
due. The grace periods required by 
the standard provisions for individ- 
ual health insurance policies are not 
less than 7 days for weekly premium 
policies, 10 days for monihly pre- 
mium policies, and 31 days for all 
other policies. 

6. Noncancellable guaranteed re- 
newable disability income policies 
often include a waiver of premium 
benefit in addition to the income 
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benefit. Premiums coming due dur- 
ing a period of disability are waived 
providing the insured remains dis- 
abled for at least 90 days. Most 
companies will waive only the pre- 
miums coming due after the 90 day 
period. Life insurance companies 
usually offer a waiver of premium 
benefit in connection with life insur- 
ance policies which provides for the 
waiving of all premiums during a 
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C.L.U. Questions—Continued 
period of disability providing the in- 
sured has been disabled for a certain 
period, usually 6 months. Moreover, 
under this benefit ail premiums due 
from the beginning of the disability 
are waived. When a disability in- 
come rider is used in connection with 
a life insurance policy, the waiver of 
premium benefit is usually included 
in the same insuring agreement. 

7. Both the disability income rider 
and the disability income policy are 
generally “valued policies.” This 
means that they usually do not at- 
tempt to indemnify the insured for 
any particular out-of-pocket loss as 
a result of his disability but provide 
the benefits which are specified in the 
contract. Thus, if an insured meets 
the disability requirements under the 
contract, and still receives wages, 
he will also receive the disability in- 
come benefits promised under either 
the rider or the policy. 

8. There is also a similarity be- 
tween these two contracts with re- 
spect to policy reserves. Since both 
contracts are on a level premium 
basis but the costs of disability in- 





crease with age, policy reserves are 
established which generally equal the 
present value of future benefits less 
the present value of future premiums, 
These reserves enable the companies 
to meet the higher costs of disability 
during the later years of the con- 
tracts. Claim reserves are also estab- 
lished. 

There are also some important 
differences between the typical disa- 
bility income rider of a life insurance 
policy and the typical noncancellable 
guaranteed renewable disability in- 
come policy. 

1. Under the life insurance rider 
the income benefit is a function of 
the face amount of the life insurance 
policy, while the disability income 
policy is written independently for 
a specific amount of disability in- 
come. Life insurance riders gener- 
ally provide a monthly income of $5 
or $10 per $1000 of life insurance. 
Therefore, a $10,000 life insurance 
policy with a $10 per month disabil- 
ity income rider will provide a dis- 
ability income benefit of $100 per 
month. On the other hand, a disabil- 
ity income policy may provide for 
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specific monthly disability income 
benefits up to the company’s under- 
writing limits. 

2. The terms of the disability in- 
come rider generally make no dis- 
tinction with respect to the cause of 
disability in determining the bene- 
fits to be paid. Thus, if a person is 
disabled according to the definition 
of disability within the rider, it 
makes no difference whether_dis- 
ability is caused by accident or sick- 
ness. In the case of a disability in- 
come policy, however, a distinction 
is often made between disability 
caused by accident or sickness with 
‘respect to the maximum duration of 
benefit payments and, sometimes, the 
waiting period. Disability income 
policies of the noncancellable guar- 
anteed renewable type frequently 
provide for lifetime benefits in the 
event of accident. The maximum in- 
demnity limit, however, is usually 
restricted to a stated period of time, 
such as 10 years, or to a certain age, 
such as 65, if disability is caused by 
sickness. Also, some disability in- 
come policies cover only disability 
caused by accident, while this is not 
true in connection with disability in- 
come riders. 

3. The disability income rider on 
a life insurance contract provides 
only for the disability income benefit 
and waiver of premiums. On the 
other hand, disability income policies 
may provide, in addition to disabil- 
ity income and waiver of premiums, 
collateral benefits such as lump sum 
payments for accidental death and 
dismemberment, Of course, a double 
indemnity benefit may be provided 
under life insurance policies, but this 
coverage is not a part of the disabil- 
ity income rider, 

4. In contrast with life insurance 
disability income riders, which pro- 
vide benefits for only total and per- 
manent disability, disability income 
policies may provide partial disabil 
ity benefits. Generally, partial dis- 
ability benefits are payable for a 
much shorter period of time than are 
total disability benefits, and they us- 
ually equal a fraction, such as one- 
half, of the amount payable in case 
of total disability. Usually partia! 
disability benefits are payable only 
for disability resulting from acci- 
dents. 

5. Furthermore, there are differ- 
ences in the nature and the length 
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of the waiting period under the two 
types of coverage. Disability income 
riders typically have a six month 
waiting period for both accident and 
sickness, although some riders may 
use a different period for both. Un- 
der disability income policies, com- 
panies often initially allow the in- 
sured to choose among waiting 
periods of several different durations 
with appropriate variations in pre- 
mium rates, and the length of the 
waiting period may be different for 
disability due to accident and sick- 
ness. In fact, policies are written 
which provide benefits from the first 
day of disability as a result of acci- 
dent. Under both types of coverage, 
waiting periods are used in connec- 
tion with sickness ; however, shorter 
waiting periods of say 30 or 60 days 
are more commonly used in connec- 
tion with disability income policies. 

6. As noted above, there is a dif- 
ference in connection with the dura- 
tion of benefit payments under the 
two contracts. Typically, the life 
insurance disability income rider will 
pay benefits up to a stated age, such 
as 60 or 65, at which time the policy 
matures as an endowment. However, 
some contracts are written to pro- 
vide disability income benefits for a 
stated period of time, such as 10 
years. Disability income policies, on 
the other hand, frequently provide 
for lifetime benefits for accident, but 
for a more limited maximum dura- 
tion of benefits for sickness, such as 
10 years or to age 65. 

7. Usually there is a difference in 
the definitions of total disability 
which are used under the two cover- 
ages. Under the life insurance 
riders, in order for an insured to be 
considered totally disabled he must 
generally be unable “to engage in 
any occupation for remuneration or 
profit.” Disability income policies 
may use a more liberal definition 
whereby the insured is considered 
totally disabled and benefits are paid 
for a limited period, such as three or 
five years, if the insured cannot en- 
gage in his regular occupation ; how- 
ever, after benefits have been paid 
for this limited period of time, the 
insured is considered totally dis- 
abled and benefits will continue for 
the remainder of the period of his 
disability, or the policy limit, only 
if the insured cannot engage in “any 
gainful occupation.” However, the 
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insurance companies as well as the 
courts have generally construed an 
“any” occupation clause to mean in- 
ability to perform the duties of any 
occupation for which the insured is 
reasonably qualified. This is still less 
liberal than a definition in terms of 
the insured’s own occupation. 

(c) The disability income benefit 
provisions included in the Old Age, 
Survivors, and Disability Insurance 
program can best be described under 
three headings: the disability in- 
come benefit to an insured worker, 
the benefits to dependents of dis- 
abled workers, and the benefits to 
disabled children. 

A covered worker may receive dis- 
ability income benefits equal to his 
primary insurance amount at the 
time of disability providing he meets 
certain requirements. He must be 
totally and permanently disabled ac- 
cording to the definition of disability 
contained in the Social Security Act. 
Generally, this definition requires 
that a person’s disability must be 
such that he is unable to engage in 
any substantially gainful activity and 
it is expected that the disability will 
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continue indefinitely or result in 
death. The disability must result 
from a medically determinable con- 
dition. In connection with the in- 
come benefits, there is no provision 
for presuming total disability in the 
event of certain impairments. If the 
disability continues for at least six 
months, the worker may receive 
benefits. However, the disability is 
not presumed to be permanent after 
it has continued for the six month 
period. To be eligible a covered 
worker must be fully insured and 
have twenty quarters of coverage out 
of the last forty quarters preceding 
disability. Also, a worker must be 
50 years old or over to receive bene- 
fits. [Editor’s note: According to 
the legislation in effect at the time 
of the examination, a worker had to 
be 50 years old or over to receive 
benefits; however, under the 1960 
amendments to the Social Security 
Act there is no longer an age limit. | 
The disabled person is expected to 
accept rehabilitation services from 
the appropriate state agency and 
failure to do so without good cause 


(Continued on page 95) 
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for buying life insurance was protec- 
tion. And, again quoting from the 
report, “among the large segment of 
the public that falls into the low- 
income category, protection is fre- 
quently equated with the payment of 
burial expenses.” It appears that 
much of the public thinks life in- 
surance is a good thing but has only 
a vague idea of what insurance can 
do and how much is needed. 

This eye-opening study of preva- 
lent attitudes certainly offers no one 
of us great cause for satisfaction. Its 
challenge is obvious. We must in- 
crease the ability of our agents to 
communicate to the public the many- 
faceted values of life insurance. We 
must all do our part, in our individ- 
ual ways, to raise the sights of the 
public as to the worth of our product 
and the amount each family should 
own. This task is a formidable one 
and we had best be about it with 
dispatch. 

This urgency for action suggests 
a need on the part of most of us 
to be more flexible. We shall cer- 
tainly have to adjust to change. For 
changes there will be. Some we can 
anticipate. Some we shall have to 
take as they come. We are at a 
pivotal point in history, and the part 
we play as insurers will depend upon 
our ability to adapt ourselves to a 
pace faster than any we have ever 
known. 


Competition 


Life insurance is meeting strong 
competition as a means of savings, 
and even as a means of providing 
protection against the unexpected 
contingencies of life. Mutual funds, 
the stock market, banking institu- 
tions all are making vigorous efforts 
to obtain a larger share of the ex- 
pendable income. 

These competitive forces are now 
in an all-out effort to give the public 
what it wants in the way of products 
and services. Banks, for example, 
certainly aren’t waiting around any 
longer for people to walk in. They 
are putting up branch offices out 
where people can drive in and bor- 
row or save. It seems to me obvious 
that we in the life insurance business 
—in the small as well as the large 
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companies—are going to have to 
take another look at our product and 
the way we are distributing it. I 
am sure that there is nothing better 
than life insurance to do the job for 
which it is intended. But I am not so 
sure that all segments of the public 
share this belief. It is likely that 
many people merely are not in- 
formed. Some perhaps are beguiled 
by more attractive proposals. In 
any event, I am told that the sales 
ratio for life insurance is the same 
today as it was in 1950, in 1940, and 
in 1930. In other words, despite 
the great advances made in many 
fields, it still seems to take a life 
insurance man the same number of 
interviews to make a sale as it did 
back in the depression ! 


Really the Best 


Let us be certain that our product 
really is, in the eyes of the public, 
the best for the people’s protection— 
the best thing to accomplish what 
they as individuals wish to accomp- 
lish. This may take some redesign- 
ing of our product, both in the policy 
contract itself, in the distribution of 
it, and in the methods through which 
we make available the end-product, 
that is, the benefit payment. We 
shall, of course, aim our design at 
what we believe is best for the peo- 
ple who buy. But we cannot avoid 
the fact that the people have minds 
of their own and we cannot entirely 
ignore their views as to what they 
think is best for them. There seems, 
for example, to be a growing tend- 
ency for people to want earlier ter- 
mination of the premium-paying part 
of a contract. People want to see 
the protection go on for a long time, 
but they like to see an end to 
paying for it. 

It is difficult, I know, to keep up 
with the changing desires of the pub- 
lic. Our economy has gone a com- 
paratively long time without a real 
depression. Some two thirds of our 
current market has no direct knowl- 
edge of what a depression really 
means. It takes real hard selling to 
convince these younger folks that 
the bottom can drop out—that life 
insurance is the real bulwark for 
certain saving. The younger people 
have grown up in the last three de- 
cades under a managed economy. 


And, we'll have to admit, whether 
we like to or not, that the “economy 
managers” have not done too bad 
a job. At least, we haven’t had an- 
other serious depression. I remem- 
ber when I came out of the service 
after World War II there was a lot 
of talk that we were in for another 
post-war depression. Well, that 
proved a false notion. It underscores 
the fact that things do change. 

Very few people in the age brack- 
ets of the 20s and 30s and low 40s 
fully appreciate what is involved in 
old age. Their concept of life insur- 
ance is linked with the idea of ac- 
cidental death rather than with re- 
tirement. The LIAMA-LUTC 
study is pointing the way toward 
greater knowledge of the attitudes 
and desires of the people we want 
to make it our business to serve. 
I think it also points the way to the 
fact that we shall all, in every part 
of our business, need to do more 
and more such research. 

Automation and technological ad- 
vances of many sorts are affecting 
our markets because they are affect- 
ing people—their homes, their for- 
tunes, and their futures, sometimes 
for good and sometimes adversely. 
Population is not only in a state of 
rapid growth, it is on the move. This 
means our debits must constantly be 
adjusted to provide the best possible 
service at the least feasible expense. 


Significant Changes 


Automation is also affecting our 
internal operations. Electronic data 
processing is the most dramatic and 
the most costly. It not only speeds 
up operations but brings us face to 
face with new problems—problems 
of personnel and the possibility of 
over-mechanization. In the final 
analysis, it is well to remember that 
we have to please policyholders 
rather than machines. 

Undoubtedly, the nation’s new 
political climate presages changes in 
our employment practices and wage 
scales. Recruiting of agents with 
higher aptitudes for selling is more 
necessary, and more difficult. Stud- 
ies leading to more time for selling 
with less spent on accounting must 
be pushed. New ideas and revival 
of old ones will be tried. 

Symptomatic of the political and 
sociological shifts that are upon us 
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is the rising pressure for medical 
care for the aged. The new admin- 
istration wishes to provide such care 
directly through the Social Security 
mechanism. Our industry opposes 
this approach. But we recognize the 
complexities of the problem and need 
for more to be done to solve it. 

Some years ago matiy companies 
who have long traditions of health 
insurance service revitalized this 
phase of their business. Along with 
other companies, including newcom- 
ers to the field, they have moved 
to fill a need, recognizing that the 
only way to keep too much govern- 
ment out of our market is to occupy 
it ourselves. 

There are many indications of the 

public’s wish to finance its own medi- 
cal care through the free enterprise 
system. More than half the hospital 
bills are paid through ‘health insur- 
ance today. But continuously rising 
costs of medical care make it difficult 
for insurance to keep pace. This 
emphasizes the debate on the subject. 
I have no solution to propose. But 
I do submit that each of us must 
do his part, not only by adding his 
opinion to the debate, but by seeing 
to it that his company measures up 
to its part in providing adequate 
health coverage for the portion of the 
population it serves. Deeds will mean 
more than words. And in the end I 
am confident that we shall find a 
solution that will be in the best inter- 
ests of the people most directly af- 
fected—the ailing old folks who 
really need and deserve the best this 
country can offer. 

Florida is a mecca for the elderly. 
But only a brief plane hop away 
our industry has been troubled, 
threatened, and throttled. The ar- 
rogant acts of a plotting pawn stand 
as warning signals. We must use 
every opportunity for financial 
statesmanship to uphold our nation’s 
leadership in efforts to preserve our 
system of free enterprise for people 
who wish to feel free and to be free. 
We must also be vigilant to see that 
we truly serve the people who yearn 
to build their own security to their 
own design. Through proper appli- 
cation of insurance principles we can 
immeasurably abet individual initia- 
tive in this country, and, in fact, 
throughout the world. Ours is a 
business of free enterprise and op- 
portunity. The opportunity for posi- 
tive action is now! 
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GUIDANCE 
AS NEEDED 


A demonstration, in part, 

of Fidelity Mutual's interest in the 
personal well-being of each 
individual representative 

is its Agents’ Seminar Program — 
a giant step beyond the usual 
field orientation. 


Each year, groups of new agents 
are brought to the Home Office 

in Philadelphia for a week of 
training and intensive discussion on 
the subjects of most importance 

to the newer agent. These seminars 
play an important role in accounting 
for the high calibre, high morale, 
and high degree of success 

of our Field Force. 
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LIFE REPORTS 


ORDER YOUR COPY TODAY! 


Everyone actively engaged in any area of the insurance 
industry, whether in the home office or in the field, can use and 
should have BEST'S LIFE REPORTS, the nationally recognized 
final authority on legal reserve life companies operating in the 


United States. 


Here, under one cover, are complete reports on 
company financial resources and responsibility . . . 
virtually no questions left unanswered! Both for 
your own information, and to fully serve and advise 
your clients, this is reference material you should 


never be without! 


Includes Best's famous summary opinions and recommendations for those 
companies that qualify after a thorough going-over by our insurance company experts. 


This unique reference work, now in its second half-century, is priced at $30.00, sup- 


plemented each month by the Life Edition of BEST'S INSURANCE NEWS. 


Order Today! 


Alfred M. Best Company, Inc., 75 Fulton Street, New York 38, N. Y. 
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A PROFITABLE INVESTMENT 


DR. KURT F. FLEXNER 
Director? Mortgage Finance 
Committee, The American Bankers 
Association, New York 


HE ADMINISTRATOR OF a trust 
Ee pension fund is charged with 
a great public responsibility, and his 
first consideration in the selection of 
an asset for investment of these pub- 
lic or semi-public funds must be the 
reliability of that asset. The quality 
of an asset is judged by four major 
characteristics—safety, yield, liquid- 
ity, and marketability. A good in- 
vestment can be described as one 
which achieves the optimum combi- 
nation of these four factors. This is 
easily illustrated. An investment 
may be so “safe” that yield is en- 
tirely neglected, or it may produce 
so much yield that safety and liquid- 
ity are neglected. Or again, it may 
be so liquid that yield is extremely 


low. In other words, the correct - 


combination of these four character- 
istics of an asset will produce a good 
investment. 


Significant Changes 


I would like to examine the mort- 
gage in this light, not so much be- 
cause pension funds must be 
“cracked open” but mainly because 
the mortgage today has come in to 
its own right as a profitable and safe 
asset as a result of basic changes in 
the economy. Since every invest- 
ment portfolio must adjust itself to 
changes which affect equity and debt 
instruments, if the best results are to 
be achieved, changes in the mortgage 
in the last 25 years are significant to 
the pension and trust fund adminis- 
trators. 

The last few decades have pro- 
duced some very fundamental 
changes in our economy in that we 
are no longer, strictly speaking, a 
producers’ economy but have instead 
evolved into a balanced economy. 
This simply means that a significant 
share of our savings are being used 
to finance the living quarters and 
other durable goods requirements of 
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the American family. The mortgage 
debt has become the largest single 
private debt in the United States, 
and it is expected that it will exceed 
the $300-billion mark by 1970. That 
figure is larger than the total assets 
of all commercial banks today. This 
fact is not only significant because 
it has certain implications for the 
growth and relative status of com- 
mercial banks in the future but also 
because it has definite implications 
for the mortgage as a profitable safe 
investment. 


Investment Risks 


There are at least three reasons 
why an investment may prove to 
turn out badly. The risk and collat- 
eral behind it might have been mis- 
judged. Adverse general economic 
conditions might increase the risk 
after the investment was made, or 
local or regional changes might alter 
the character of an asset. The eco- 
nomic collapse of the 1930’s had a 
profound effect on the mortgage 
market; but quite apart from that, 
many of the mortgages made in the 
1930’s were far riskier than today’s 
mortgages and were the kind of in- 
vestment the risk of which could be 
easily misjudged. This is no longer 
true today. Today’s mortgage is 
amortized, which places far greater 
responsibility upon the borrower and 
not quite so much on the collateral 
as in the pre-1930 days. A sizable 
proportion of mortgages today are 
guaranteed or insured by the Fed- 
eral Government and, therefore, 
relatively riskless in the ordinary 
sense of the word, Today’s mortgage 
loans are based on far higher stand- 
ards than they were before the 
F.H.A. came into existence, largely 
as a result of standards developed 
by the F.H.A. For example, before 
the depression of the 1930’s, many 
so-called residential mortgage loans 
had an awfully strong commercial 
flavor and were frequently unamor- 
tized long term commercial loans 
rather than residential loans in to- 
day’s sense of the word. Another 


important factor in the improvement 
of today’s mortgage is the increased 
supply of experienced mortgage of- 
ficers. Mortgages entered the finan- 
cial world almost through the back 
door, and the talent and training that 
was devoted to other kinds of lend- 
ing were somehow considered un- 
necessary in the field of mortgage 
lending. This proved to be an ex- 
pensive mistake. Today the mort- 
gage officer of a bank is generally a 
highly specialized and well trained 
individual. This change is not yet 
complete, but banks are becoming 
more and more aware of the neces- 
sity of giving mortgage officers a 
proper place in the organization and 
of selecting them with the same care 
as they would select any other re- 
sponsible officer of the bank. 


Economic Changes 


All these factors have made to- 
day’s mortgage a better mortgage, 
but not least important are the 
changes which have taken place in 
the economy. In the opinion of most 
economists, today’s economy is more 
stable and better equipped to combat 
depressions and recessions than it 
was several decades ago. This is due 
to at least two important reasons. 
Although our economy is still sub- 
ject to fluctuations, which are some- 
times considered serious, we are no 
longer as- helpless as we were before 
the Great Depression. There have 
been introduced a number of so- 
called built-in stabilizers ; and if these 
are not enough, there are other 
measures that can be employed to 
prevent a serious depression. In 
addition to that, the economy has, 
in my opinion, become inherently 
more stable. Most of the forces re- 
sponsible for initiating a downturn 
in the economy can be found in the 
so-called investment sector. House- 
hold expenditures are inherently 
more stable and lag rather than lead 
in the downturn. Economic devel- 
opment has reached a level in the 
United States where a sizable share 

(Continued on page 96) 














ARE YOU OUR KIND OF AGENT? 
... Without knowing it? 





Are you well aware that life insurance and health insurance are opposite 
sides of the same coin? 


Do you appreciate the importance of really integrating health insurance 
into the programs of personal insurance you present, rather than simply 
selling to those who ask for it? 


Are you now representing a life company that does not have complete 
health insurance facilities for client programming? 


Are you working mostly in the middle-income, middle aged (or younger) 
market of average families? 


At claim time, do you truly enjoy delivering with personalized service 
the promises you made earlier, with the sure knowledge of backing by 
a company with the right kind of policy behind its policies? 


Are you accustomed to examining needs carefully, explaining coverage 
solutions thoroughly, and handling applications properly? 


Are you a keen, career-motivated ordinary life agent, with a sincere 
professional attitude toward those you serve? 


Are you well established in life insurance, or has your general agent 
or company suggested that a high-grade health insurance specialist 
insurer can help you become well established more rapidly? 


Do you get real satisfaction out of the knowledge that you are personally 
putting into another human being’s life such a dynamic “life-saver” as 
disability income replacement? 


it ff a ee 


If you can honestly answer “yes” to these 9 questions, the 
chances are that you belong with American Health or a company 
very much like ours. We seek to be—and we honestly believe we are 
—the kind of company this type of agent should represent. 


AMERICAN 


AMERICAN HEALTH 


INSURANCE CORPORATION 
300 St. Paul Place, Baltimore 2, Md. 
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Aetna Life: Edward F. Faulkner and 
Robert F. Lorch were promoted to assist- 
ant secretary, group div. 

Los Angeles facilities, including W. T. 
Craig General Agency, and the group- 
pension depts. under manager Holeman 
Grigsby, have moved to American Cement 
Bldg. 


All American Life: Expands group dept.: 
Harry Lowe promoted to administrative 
manager; and Robert A. Strobel, formerly 
with Zurich-American, named sales super- 
visor, 


American Hospital: Dempsey L. Holt has 
been appointed field agency supervisor. 
Simms T. Normand and Robert B. Wat- 
kins have been named managers at Jackson 
(Miss.) and Corpus Christi (Tex.), respec- 
tively. 


American Life (Ala.): Eldon L. Davis, 
formerly president of Empire State Life, 
has been named as co-ordinator of agen- 
cies. 


American Life (N. Y.): Louis Kortum 
was elected secretary and in addition to 
continuing as agency secretary will also 
have supervision of the personnel and 
training functions of the company. 


American United: Fred DeBartolo has 
been promoted to reinsurance secretary. 


Arthur Stedry Hansen Consulting Actu- 
aries: Norman N. Strom, who is in charge 
of research and review depi., became a 
partner of this Chicago firm. 


Bankers Life (lowa): Joseph H. Hinkes 
has been named assistant agency mana- 
ger in Madison, Wis. 

Gordon R. Johnston has been promoted 
to regional group manager in Denver and 
Roger E. Ray and Dean E. Showers to 
assistant regional group manager in Mil- 
waukee and Des Moines, respectively. A. 
H. Autry has been appointed group repre- 
sentative in Atlanta. 


Bankers Life (Neb.): Charles Jung and 
Ralph Snow have been appointed general 
agents of new agencies in New Orleans 
and Tampa (Fla.), respectively. 


Beneficial Standard: Edward N. Patton 
was elected assistant treasurer and William 
B. Dandy, assistant actuary. 


Berkshire Life: Robert J. Ricketts has 
been assigned to newly-created position of 
agency development supervisor. 


Business Men's: Dr. Marvin Alberg, 
Chicago, has joined the medical staff as 
an assistant medical director. 


California Life: Sam A. Mossafer has been 
appointed to newly-created position of 
director of education and training. 


Central American Life (Tex.): J. Charles 
Whitfield, formerly with Equitable Life 
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Assur., has been appointed to head the 
new mortgage dept. at the home office. 


Central National Life: William F. Hig- 
ley has been advanced to chief under- 
writer. 


Central Standard: Robert C. Zimmerman 
has been appointed to newly-created posi- 
tion of home office field supervisor and 
will work in the Chicago and downstate 
Illinois areas. 


Citizens National: Fred Bartlett has been 
appointed regional supervisor in Hart- 
ford (Ky.) area. 


Colonial Life Ins.: Ronald P. Barth has 
been named manager of agency services 
dept. 

Kolton Agency, Inc. (Mitchell D. Kol- 
ber, president, and Arnold Toner, vice 
president) of Levittown, N. Y., have been 
appointed general agents. 


Confederation Life: Has announced the 
appointment of Hurt & Quin Life, Inc., 
as their exclusive life insurance general 
agents for Georgia. Langdon C. Quin, Jr., 
president of the parent firm, Hurt & Quin, 
Inc., is also president of this newly-organ- 
ized corporation. Kenneth J. Murphy, 


-CLU, has been appointed general manager 


of Hurt & Quin Life; he was formerly 
divisional manager at Detroit for Con- 
federation Life. 


Conn. General: Roger A. Steinharter has 
been named head of group pension opera- 
tions in Cleveland and group pension 
activities in Akron, Columbus and Cin- 
cinnati will also be under his direction. 

Appointed assistant managers: John M. 
Shannon, Evanston branch; Philip M. 
Cane ell, Detroit group; and James A. 
Ossola, Los Angeles district group office. 

Richard R. Nelson and George J. 
Torassa have been appointed brokerage 
consultants at Milwaukee and Bay (Oak- 
land-San Francisco area) brokerage agen- 
cies, respectively. 


Conn. Mutual: Officers promoted: Ralph 
L. Burt to assistant secretary, income ser- 
vices; William J. Hofmann to supervisor, 
income services; and Robert E. Stevens to 
supervisor of securities. New officers are: 
Thomas E. Desmond and Clifton H. For- 
bush, Jr., assistant supervisors of securities; 
and Harry F. Merrow, supervisor of per- 
sonnel. 

J. E. Douglas has been promoted to 
general agent of new agency in Tampa, 
Fla. 

A district office has been opened in Lex- 
ington, Ky., with Marvin Lear, formerly 
associated with Mass. Mutual, as assist- 
ant general agent to head the new office. 


Continental Assur.: Paul C. Creen, CLU, 
has been named assistant vice president in 
charge of managerial agencies and Hugh S. 
Betts, Jr., assistant vice president in cha 

of career dept., newly-created positions in 
agency dept. Dr. Gerald S. Modjeska has 
been made associate medical director. 





Raymond Deston, formerly vice presi- 
dent and director of agencies of West Coast 
Life, has been appointed resident vice 
president of Pacific Coast dept. in Los 
Angeles. 


Crown Life: District group supervisors 
appointed: F. L. Coughlan in charge of 
newly-opened Newark office serving N. J., 
Del. and Pa.; and R. Featherstone, Boston 
area. 


Equitable Life Assur.: Has established a 
new training center for agents in Atlanta 
serving agencies in the 1]-state southein 
dept. 


Farm & Home Ins.: William E. Meade, 
formerly assistant to the treasurer, was 
elected secretary. 


Federal Life & Cas.: Richardson Murphy, 
formerly an assistant general agent for 
Aetna, has been appointed special repre- 
sentative in the Detroit metropolitan area. 


Fidelity Bankers: Charles P. Williams, 
CLU, formerly group supervisor for Wash- 
ington National, has been appointed resi- 
dent manager for Virginia. His duties will 
encompass all group activities through- 
out the state. 


Franklin Life: Edward Mass, newly-ap- 
pointed regional manager, has opened new 
offices in a Fla., and will de- 
velop newly-formed Gateway Div. 


General American: An agency in Cincin- 
nati, Ohio, has been established with the 
appointment of Charles J. Lima, Jr., as 
general agent. George Jackson has been 
named general agent in Fort Worth (3rd). 


Ga. International: Edwin R. Morrison 
has been appointed general agent in Nor- 
folk, Va. 


Great Southern: Harry Y. S. Mau, fox- 
merly vice president and director of agen- 
cies for Grand Pacific Life, has been named 
vice president and general manager of 
Loyalty Ins. Agency, Ltd., Hawaii repre- 
sentatives. 


Great-West: ee appointed: J. J. 
Gray, Jr., Pittsburgh; D. A. Sibbring, 
Columbus, Ohio; and C. D. Waters, Peoria, 
Ill. 

New branch offices in California: San 
Jose—Melvin M. Miller, manager; and 
Fresno—Thomas E. Perkins, manager. Gor- 
don F. Cantelon has assumed responsibility 
for entire San Francisco operations. : 


Guardian Life: Has opened a second 
agency in Albany with Herbert D. Frein- 
berg, formerly manager for Continental 
Assur., as general agent. 


Hamilton Life: Eugene Fogue, who is 
manager of underwriting, has been named 
assistant secretary of the company. 


(Continued on the next page) 
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Field Appointments—Continued 


Hartford Life: Eugene C. Clark, Jr., has 
been appointed manager of life sales with 
headquarters at Los Angeles. 


Home Life (N. Y.): James M. Schenkel 
has been advanced to associate actuary. 


Indianapolis Life: General agent appoint- 
ments: Alden A. Ameden, South Norwalk, 
Conn.; Thomas E. Mullin, Davenport, 
Iowa; and Lewis Maurer, Jr., Hershey, 
Pa. 


Jefferson National: General agent ap- 
pointments: Orrie W. Cattran, Lancaster, 
and Macon M. Hough, Toledo, Ohio; 
Norman L. Adkins, Huntington, W. Va.; 
and Joseph L. LaTorre, Jr., St. Petersburg, 
Fla. 


John Hancock: Claude Jarman, formerly 
publicity director at Robert Luckie & Co., 
Birmingham, Ala., has been named direc- 
tor of west coast public relations (San 
Francisco). 

An agency has been opened in Danvers, 
Mass., with Cornelius J. Flynn as general 
agent. 


Ky. Central: Promoted to staff managers: 

. F. Hagerty and Vance Kuebler, South 
Philadelphia; L. E. Wells, Cleveland; and 
H. G. Wittman, North Philadelphia. 


Life & Casualty: Richard H. Miller, Jr., 
CLU, formerly Louisville agency manager 
for Prudential, has been named field train- 
ing supervisor in agency dept. 


Life of Virginia: Combination agency 
field changes: Joseph W. Lumpkin, Jr., 
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COULD IT BE TRUE? 


A Connecticut Life Insurance Company offering up to 
103% first year commission—it sure is! We also pay an- 
other 45% in renewals over the next six years. If you 
want more information on how to step up to your own 
Agency, contact-—David G. Hunting, C.L.U., President. 


SECURITY-CONNECTICUT LIFE INSURANCE COMPANY 
176 Whitney Avenue 


e New Haven 5, Conn. 
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P “Dear Boss . . . Hooray 

‘) for your bonus—I’m 
_ having a great vacation. 

' And hooray for the 

* Ladies’ Specials you 

_ wrote that made it pos- 

| sible. See you in two 
weeks with more leads. 

Marie.” 

s  Anico’s ME62 is a spe- 
cial low-cost protection 
plan for women. All 
premiums are guaran- 
teed back at age 62, or 
an annuity at age 65. 
This “no cost” protec- 
tion (premiums are way 
under male rates) is a 
spectacular seller in 
Anico’s line of competi- 
tive specials. (Top com- 
missions and vesting.) 
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becomes manager at Fort Lauderdale (Fla.) 
district office and is succeeded as field 
training supervisor there by Alphonso 
Bellacome; and manager Ralph D. Murre!l 
transferred to Albany (Ga.) district office. 

New ordina agencies established: 
Charleston, W. Va Yeas E. Lively, man- 
ager, and Nashville, Tenn.—John H. Judd, 
manager, both formerly with Atlantic Lile 
as general agents. 


Lincoln Liberty: B. F. Clifton has been ap- 
pointed field supervisor in central Texas 
(Waco). 


Lincoln National (N. Y.): Thomas /.. 
Quick has been appointed regional group 
manager in New York. 


Manhattan Life: Offices of general agent 
Peter N. Skaarup are now located at 2150 
Franklin St., Oakland, Cal. 


Mass. Mutual: Jim G. Gibson has been 
appointed general agent at Shreveport, La 


Michigan Life: Vernon S. Glendening and 
Alan A. McLeod, both formerly with Pru- 
dential, have been appointed general 
agents in downtown Detroit area and 
have formed Glendening, McLeod & Co. 
at 1043 Penobscot Bldg. 


Midland National: Robert A. Larrowe has 
been appointed general agent in San Ber- 
nardino, Cal. 


Minn. Mutual: Coleman Bloomfield was 
elected 2nd vice president and actuary. 


Monumental Life: James O. Gentry has 
been appointed assistant counsel and Ed- 
mund M. Randolph as director of general 
agencies. 


Mutual Benefit Life: Raymond C. Upde- 
graff has been appointed regional group 
manager of new office in Minneapolis. 


Mutual Of N. Y.: Monroe M. Diefendor{ 
has replaced Richard E. Myer, CLU, 
(retired) as manager of leading agency 
(New York City). Roy F. Hillmer, Jr., has 
been promoted to manager of White 
Plains, N. Y., agency succeeding Peter A. 
Peyser, who was advanced to succeed Mr. 
Diefendorf in another New York City 
agency. 


Mutual Trust: Has established an elec- 
tronic data processing dept. with Vernon 
F. Dowling as manager. Thomas C 
Lenick has been appointed manager of 
agency services and Gerald B. Dewey, man 
ager of field operations. ‘ 


National Life Ins.: George F. Lemble, 
CLU, has been appointed manager of th: 
Detroit-Company agency. A second genera! 
agency was recently opened in Detroi' 
headed by Austin A. Kanter. 


Nationwide Cos.: Arch R. Turner has 
been advanced to district group manage' 
in Columbus region. 


New England Life: Harvey C. Yudell has 
been appointed agency manager in 
Chicago succeeding Harold V. Hayward 
(personal production). 


N. Y. Life: Francis L. Cooper has been 
promoted to assistant vice president in 
public relations dept.; he will continue as 
director of advertising and will also assis‘ 
vice president John M. K. Abbott in a: 
ministration of the dept. 
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North American Co.: G. Kenneth David- 
son, CLU, Billings, Mont., has been named 
regional sales director. General agent ap- 
pointments: Orvin G. Fjare, Big Timber, 
Mont.; A. Lloyd Dubroff and J. Stanley 
Johansen, Tallahassee, and John E. Partee, 
Winter Garden, Fla. 


North American Life & Cas.: Paul 
Chelgren, CLU, has been appointed re- 
gional vice president-sales for central U. S. 
division. John J. Crane, Salt Lake City, 
and J. B. Bolton, Edmonton, Alberta, have 
been named regional sales vice presidents. 


Northwestern National: Has expanded 
its former pension and tax dept., renaming 
it pension and special plans dept. James A. 
Nowak has been named manager of the 
dept. succeeding Rolland F. Hatfield, on 
leave as Minn. Tax Commissioner. Robert 
W. Backstrom replaces Mr. Nowak as 
group secretary and Lyman Moyer, assist- 
ant group secretary, assumes responsibility 
for group contract section previously under 
Mr. Nowak’s direction. Other appoint- 
ments to new dept. are: Donald Fillmore, 
who will be in charge of advanced under- 
writing; Fred Barnes, attorney; an: 
Darrel Walker, supervisor of pension ad- 
ministration. 

Harry E. Anderson has been made unit 
manager of Peninsula agency at Redwood 
City, Cal. 


Occidental Life (Cal.): Charles J. 
Turner, Montana state manager, has 
been named senior consultant for Montana 
and his son, C. Jack Turner, advanced to 
replace him as Great Falls branch man- 
ager. Assistant branch managers named: 
Richard C. Druse, formerly with Mass. 
Mutual, at LaSalle St., Chicago; Gene 4. 
Graff, previously with Pacific Mutual, at 
Cincinnati; and R. Patrick Blevens, 
Pasadena, Cal. 

Gordon G. Kalweit has been appointed 
general agent in Boulder, Colo. 

A. Raymond Ables, formerly with Pru- 
dential, and David J. Huber have been 
made brokerage managers at Pomona 
(Cal.) and Milwaukee branch offices, re- 
spectively. Eugene J. Rosen, formerly with 
Mass. Mutual, and Niles C. Stageberg, for- 
merly with Lutheran Brotherhood, have 
been named assistant brokerage managers 
in St. Louis and Minneapolis branch of- 
fices, respectively. 


Occidental Life (N. C.): Named regional 
managers: John G. Hudiburg, Albu- 
querque, N. M.; Andrew M. Clark, Denver, 
Colo.; and Raul F. Silva, San Juan, Puerto 
Rico, 

Lawrence W. Barker has been named 
manager at Tucson, Ariz., and Harold J. 
Scott, manager at Santa Ana, Cal. 


Ohio National: Martin J. Robert, CLU, 
has been appointed sales manager in In- 
dianapolis and central Indiana. 


Pacific Fidelity: Douglas E. Higgin- 
botham has joined the northwest div. as 
regional superintendent of agencies. 

Alex §. Baca has been appointed general 
agent for Sacramento, Cal. 


Pacific Mutual: Donald L. Carol has been 
named manager of Philadelphia claims 
operation. 


Protective Life (Ala.): New general 
agencies: Fort Walton Beach, Fla.—D. W. 
Parkton; Marietta, Ga—T. W. Lord, Jr.; 
and Charleston, W. Va.—E. E. Boehm. 
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LIFE INSURANCE COMPANY 


Worcester, Massachusetts 


Canodian Head. Office 
Hamilton, Ontario 








a $2 BILLION COMPANY 


We are proud of the fact that we are now 
providing over $2 Billion of life insurance 
protection for our policyowners and their 
beneficiaries. This is an increase of over 
$325 million during 1960 and means that 
thousands of new policyowners have selected 
Liberty National as their life insurance 
company. We appreciate their confidence in 
us and pledge our best efforts to continue 


to deserve it, 


LIBERTY NATIONAL LIFE INSURANCE CO. 


HOME OFFICE: Birmingham, Alabama 


Frank P. Samford, Jr., President 









Provident Mutual: Samuel E. Thompson 
was elected auditor. 


Republic National: William A. Boles has 
been named assistant vice president in 
charge of group sales. 

General agent appointments: Russell W. 
Dorrell, Little Rock, Ark.; and C. Earl 
Daniels, New Iberia, La. 


Royal Arcanum: Sanford F. Gilbert, for- 
merly supervisor of agencies with Gotham 
Life, has been appointed director of agen- 
cies and field activities. 


Security American: Jerry W. Bassett has 
been appointed general agent for Salis- 
bury, Md., area. 


Shenandoah Life: Ambler W. Webb has 
been appointed assistant vice president- 
administrative dept. 


Southland Life: An ordinary branch of- 
fice has been opened in Los Angeles with 
Ed Starr as manager and Franklin Bla- 
schke as assistant manager. 


Standard Ins.: Robert M. Ewing has been 
appointed field representative in Portland 
area. 


State Farm Cos.: Russell Aylor has been 
named regional life manager for north- 
eastern office (Wayne, N. J.) and James 
O’Donnell as life policy administration 
dept. head. 

Dale Gish, director of administration at 
east central office, will head the State Farm 
Life operation at Marshall, Mich., when 
that company moves there about Dec. 1; 
while John Freese will head the policy 
administration dept. and Paul Soebbing 
the medical dept. 

(Continued on the next page) 
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Field Appointments—Continued 


Charles J. Cardwell, director of life ad- 
ministration at southwestern office, moves 
to home office management staff and 
Nelson Boulware, director of life admin- 
istration at South California office (Santa 
Ana), joins chief administrator’s staff head- 
quarters in home office. 


Teachers Ins.: Neale F. Hooley, formerly 
with the law firm of Keegan & Clark in 
New York City, has joined the investment 
law dept. 


Robert M. Christensen has 
been promoted to assistant secretary, med- 
ical dept., and Donald L. Cole advanced 
to assistant secretary, underwriting devel- 
opment. 

Promoted to managers in life-accident- 
health agency dept.: R. John Bundrock, 
80 John St., New York City; C. Hancock, 
Jr., Richmond, Va.; and Ray C. Seitz, 
Charlotte, N. C. 


Travelers: 


United States Life: Dominick B. Zuccaro 
has been promoted to director of admin- 
istration, agency dept. Robert C. Franke, 
formerly with Franklin Life as Philadel- 
phia general agent, has been appointed 
asssitant regional superintendent of agen- 
cies, southeastern area. 

General agent appointments: D. C. 
Milliman Agency, Denver; Gordon M. 
Christensen, formerly with New England 
Life, Salt Lake City; and Neil A. Useden, 
Miami, Fla. 


Volunteer State: Richard T. High, for- 
merly an assistant manger fur Shenandoah 


Life, has been named manager at Nash- 
ville, Tenn. 

General agent appointments (new): Lon- 
nie L. Dean, rhe ee N. co: Jolly A. 
Heeth, Houston, Texas; and Jim K. Sher- 
ron, Jr., Raleigh, N. C. 

Henry Dewsnap has been made field 
representative in Norfolk, Va. 


Western Life (Minn.): James E.. Fagan, 
Jr., formerly a general agent for Republic 
National, has been named superintendent 
of agencies in Louisiana. 


Western Travelers: Walter Cook has been 
appointed general agent at Oakland, Cal. 


Woodmen Accident: Robert V. Zito, CLU, 
has been appointed agency manager at 
Cleveland, Ohio. 


Woodward & Fondiller: Have been ap- 
pointed as consulting actuaries for Dental 
Insurance Plan, Inc., New York. 


Zurich American Life: Has opened a unit 
in Zurich’s Philadelphia branch office with 
Charles F. Luckock as superintendent of 
life sales. 





MEDICAL PROGRESS 


THERE HAS BEEN more progress in 
medicine and healing in the last three 
decades than in all history, Philip 
B. Hofmann, chairman of the ex- 
ecutive committee, Johnson & John- 


son, told the annual meeting of the 
Health Insurance Association of 
America. 

He asserted that the drug indus- 
try in this country researches and 
tests some 100,000 items each year, 
out of which some 40 items reach 
the market. Mr. Hofmann declared 
that products developed by his in- 
dustry have reduced the death rate 
due to digestive and intestinal dis- 
eases by 83 per cent, have cut the 
influenza and respiratory death rate 
by 68 per cent, and have reduced the 
infant mortality rate by 57 per cent. 


MILESTONE REACHED 


May 5 MARKED the end of one era 
and the beginning of a new one at 
Northwestern National. On that day 
the company turned out its 1,000,- 
000th life insurance policy since its 
founding in 1885. Simultaneously it 
began putting all of the data for 
Policy No. 1,000,000 and succeeding 
policies on magnetic tapes as the first 
step in the switch-over of all the 
company’s records to electronic data 
processing. 
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Ten Year Per Share Figures 
Consolidated Earnings 


Know the Facts You Need to Analyze 
The Actively-traded Market in Insurance Stocks in Detail with .. . 
THE 1961 EDITION OF 


BEST’S DIGEST OF INSURANCE STOCKS 


The indispensable reference work for organized and continuous investment analysis. 
The most complete digest of its kind, offers you a wealth of detailed information on 
over 100 Stock Insurance Companies, fire, casualty and life . . . streamlined in format, 
it covers virtually the entire actively traded market. 
Resources—Ten Year Trend 
Liabilities—Ten Year Trend 
Five Year Net Premiums 


Distribution and § Yr. Growth 
of Premium Writings 
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Ratios 


@ Ten Year Earnings Breakdowns 
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@ Cash Dividends Declared Ten Years 

Gains or Losses 

@ Historical Summary 

@ Scope and Type of Operation 

@ Management 

@ Current Dividend Rate 


Test this outstanding reference work now . . . while you can. 
ORDER TODAY Twenty Dollars per copy 


ALFRED M. BEST CO., INC. 
75 FULTON ST., N.Y.C. 38, N. Y. ATLANTA @ BOSTON @ CHATTANOOGA e@ 
CHICAGO @ DALLAS @ KANSAS CITY @ LOS ANGELES @ NEW YORK @ RICHMOND 








Best’s Life News 











Oa 
New 


Life 
beet 
Net 
Cot 








F the 
1 of 


dus- 
and 
year, 
each 
lared 
; in- 
rate 
dis- 
t the 
rate 
1 the 
nt. 


> era 
1e at 
t day 


e its 
sly it 
| for 
ding 
first 
| the 
data 





News 








CALIFORNIA LIFE Insurance Company 
Oakland, California 


New President 


Edward J. Mullen, formerly actuary for the Allstate 
Life Insurance Company since its founding in 1957, has 
been elected president of this company succeeding B. N. 
Nemerov, who remains as chairman of the board. C. R. 
Coulter has been elected vice-president. 


COLONIAL AMERICAN LIFE Insurance 
Company, Corpus Christi, Texas 


New Agency Vice-President 


C. E. Wood has been elected agency vice-president 
of this company. : 


CROWN LIFE Insurance Company 


Toronto, Canada 
Stock Dividend 


This company has increased its capital from $1,000,- 
000 to $2,000,000 comprising 200,000 shares, par value 
$10 each, by a 100% stock dividend distributed to stock- 
holders of record May Ist. The new quarterly dividend 
rate of $0.45 per share will be paid July 3rd to holders 
of record June 2nd. 


CUNA MUTUAL Insurance Society 
Madison, Wisconsin 
New President 
William W. Pratt, executive director of the Penn- 


sylvania Credit Union League, was elected president 
of this organization. 


DES MOINES LIFE and Casualty Company 
Des Moines, lowa 
New Company 

This company, with headquarters at 1915 Grand 
Avenue, Des Moines, has recently been granted a license 


to operate as a life insurance company. The company 
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formerly specialized in hospital, medical and surgical 
insurance. Officers of the company are: President, 
Morris Stephens; vice-president, Lyman B. Hughes; 
assistant vice-president, Andrew K. Miller, Jr., secre- 
tary, Allan W. Denny ; treasurer, Frank E. Gibson. 


FIDELITY BANKERS Life Insurance Corporation 
Richmond, Virginia 


NORTHEASTERN LIFE Insurance Company 


Mount Vernon, New York 
Offering For Stock 


Fidelity Bankers Life is offering $23 per share for 
most of the stock of Northeastern Life. For the less 
than 20% that is held outside of New York State, it is 
offering holders a choice between the cash payment and 
an exchange of 2.87829 shares of Fidelity Bankers Life 
for each Northeastern Life share. To facilitate the 
offering the Fidelity Bankers has filed a registration 
statement with the Securities and Exchange Commission 
covering 625,000 shares common stock, par value $1 
each, to be offered to the public at a price to be deter- 
mined later. 


FINANCIAL SECURITY LIFE Insurance Company 


Moline, Illinois 
Executive Vice President 


James W. Ross, former chief deputy of insurance of 
Illinois, has joined this company as executive vice-presi- 
dent. 


FIRST NATIONAL REINSURANCE Company 


Indianapolis, Indiana 
New Vice-President 


C. Ronald Jacobson, has been named vice-president of 
this company which was organized in October 1959. 
The company will handle reinsurance exclusively in the 
life and accident and health fields. 


FIRST PYRAMID LIFE Insurance Company 
of America, Little Rock, Arkansas 


PARTICIPATING ANNUITY LIFE Insurance 
Company, Fayetteville, Arkansas 


Control Acquired 


The First Pyramid Life has purchased the controlling 
interest in Participating Annuity Life, which will be 
operated as a subsidiary. Herbert L. Thomas, Jr., presi- 
dent of the parent company has been elected chairman 
of the board and Harold A. Dulan, founder of Participat- 
ing Annuity Life, will remain as president. O. Lee 
Bodenhamer, formerly secretary-treasurer, has been 
elected vice-president-investments. 


89 











FUNDED SECURITY Corporation 
Chicago, Illinois 


Acquires Companies 


The above holding company, which owns all the out- 
standing stock of Funded Security Life Insurance Com- 
pany, has announced plans to acquire the Pilgrim Na- 
tional Life Insurance Company of America, Chicago, 
Ill. ; International Life Insurance Company of the Ameri- 
cas, San Juan, Puerto Rico; and Trans-American Life 
Assurance Company, San Juan, Puerto Rico. The ac- 
quisitions will be through an exchange of stock involving 
approximately 750,000 shares of Funded Security Cor- 
poration. The combined companies presently have a 
total pretnium income in excess of $1,000,000 and more 
than $35,000,000 of insurance in force. 


GEORGIA LIFE AND HEALTH Insurance 
Company, Atlanta, Georgia 


New President 


James C. Holliday, Jr., of Atlanta, who has been 
serving as executive home office administrator, has been 
elected president to succeed Thomas O. Ward. 


GOVERNMENT EMPLOYEES LIFE Insurance 
Company, Washington, D. C. 


Dividends to Stockholders 


Directors of Government Employees Life declared a 
regular semi-annual cash dividend of $0.121%4 per share 
on the 441,516 shares outstanding, payable June 30 to 
holders of record June 2. The board also voted a 50% 
stock dividend (220,758 shares), payable July 31 to 
holders of record as of June 5, subject to approval by 
stockholders. If the recommended increase is approved, 
the directors will hereafter take stock dividend action 
only on a biennial basis. The indicated cash rate on the 
new shares will be $0.20 annually, payable semi-annually 
starting in December. Since 1956 it has been the practice 


of the company to declare and pay an annual stock divi- 
dend. 


GREAT AMERICAN LIFE Insurance Company 
East Orange, New Jersey 


Home Office Moved 


This company has moved its home office 868 Broad 
Street, Newark, New Jersey to 110 Halsted Street, 
East Orange, N. J. Its executive offices are at 99 John 
Street, New York, N. Y. 


GREAT WESTERN LIFE(nsurance Company 
SOUTHERN CHRISTIAN LIFE Insurance 
Company, Oklahoma City, Oklahoma 


Merged 


The Great Western Life has been merged into the 
Southern Christian Life. Prior to the merger the South- 
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ern Christian stock was split 2-for-1. The transaction 
involved a share for share exchange after the Southern 
Christian split. 


GULF LIFE Insurance Company 
Jacksonville, Florida 
LIFE AND CASUALTY Insurance Company 


Nashville, Tennessee 


New Barrier to Merger 


Governor Bryant of Florida has signed into law an 
insurance bill that now requires 75% approval of the 
outstanding stock and two-thirds approval of the board 
of directors of a Florida insurance company before a 
merger with another company may be effected. The new 
bill could possibly block a merger of the Gulf and the 
Life and Casualty which has been under consideration. 


HOME OWNERS LIFE Insurance Company 
Fort Lauderdale, Florida 


New President 


Upon approval by the stockholders of Home Owners 
Life Insurance Company of the resolution that the com- 
pany will become affiliated with Pioneer Life and Casu- 
alty Company of Gadsden, Alabama, B. L. Carter was 
elected chairman of the board and president. Mr. Carter 
is chairman of the board of Pioneer Life and Casualty. 


ILLINOIS MID-CONTINENT Life Insurance 
Company, Chicago, Illinois 


New President 


John P. Weaver, formerly executive vice-president of 
the United States Life Insurance Company, has been 
elected president of this company. 


JACKSON LIFE Insurance Company 


Memphis, Tennessee 


Vice President 


A. Burton Hicks has been named administrative vice- 
president of this company. 


THE MUNICIPAL Insurance Company of 


America, Chicago, Illinois 


Stock Dividend 
New Vice-President and Agency Director 


This company has declared a stock dividend of on« 
share for each twenty shares outstanding, payable Jul) 
3 to stockholders of record June 1. 

Howard H. Kluver, director of research and develop- 
ment for the past four years, has been appointed vice- 
president and agency director. Thomas J. Savage and 
Elwyn R. Jacobs have been appointed assistant agency 
directors. 
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tion — NEW YORK Life Insurance Company 
ern — New York, N. Y. 


New Vice-President 


Charles W. V. Meares is now a vice-president of in- 
surance operations. The responsibility formerly was un- 
der senior vice-president and chief actuary James T. 
Phillips, who will begin his pre-retirement leave in Sep- 
tember. 


-an | NORTH AMERICAN LIFE & CASUALTY 


the | Company, Minneapolis, Minn. 


ard 

ea Executive Changes 

new e ° ° 
the This company has announced the following executive 


changes: Paul Chelgren from superintendent of agencies 
to regional vice-president for sales; Carl Ernst from di- 
rector of sickness and accident department to vice-presi- 
dent in charge of special risks; George I. Hilliard from 
director of group sales to vice-president in charge of 
group sales ; John J. Crane from divisional agency super- 
visor to regional vice-president for sales, western di- 
vision ; and Charles E. Lapp, Jr., from sales supervisor 
of group sales department to assistant vice-president in 
charge of group sales. 


1eTs 
om- 
iSu- 
‘al NORTHWESTERN NATIONAL Life Insurance 


° ° ° Blue Ridge Parkway — 
Company, Minneapolis, Minnesota 


“Most scenic highway in America” 


New Investment Officer 


Roanoke, Star City of the South- 


Donald E. Jondahl, who has been treasurer and mana- Home of Shenandoah Life 
ger, securities department, has been elected second vice- 


president-finance. Mr. Jondahl is now the chief invest- 


Few cities in America are more scenically located 


ment officer of the company, succeeding Robert W. than Roanoke, the headquarters for the Blue Ridge 
t of Anderson, financial vice-president, who resigned May Parkway, which runs atop the storied Blue Ridge 
een 1 to join Continental Research Corporation of New York Mountains, connecting Shenandoah National Park 
as executive vice-president. Albert A. Drawbert, who in Virginia with the Great Smoky Mountains National 


has been manager, mortgage loan department, has been Park in North Carolina and Tennessee. 
elected treasurer and will serve in this capacity in addi- 
tion to his present duties. 


PEERLESS Life Insurance Company 
Chicago, Illinois 


STANDARD LIFE AND ACCIDENT Insurance 
Company, Oklahoma City, Oklahoma 


Reinsured 


The Peerless Life was reinsured effective March 31 
by the Standard Life and Accident Insurance Company. 


onc PERPETUAL NATIONAL Life Insurance 
‘uly Company, Rapid City, South Dakota 


lop- New Agency Vice-President 

ice. | 1 aT -Tar-lalorer-ia) 
and L. Lavern Finch, who has been connected with the ' ew 
ncy Home State Life Insurance Company and the Knights 


Life Insurance Company as assistant agency director, has 
been appointed agency vice-president of this company. 
lews For July, 1961 














Modern Luxury in 
Downtown Chicago 








CHICAGO'S ONLY DOWNTOWN MOTEL — RIGHT ON MICHIGAN AVENUE e 
ACROSS FROM GRANT PARK. Closest to all convention centers— @ 
museums — theatres and shopping. Register from your car. Every 
room excitingly furnished —tile bath with tub and shower, free Tv, @ 
AM & FM, Hi-Fi radio, room controlled heating and air-conditioning. s 
Self dialing phones — 24 hour ‘switchboard and message service. 
Free ice cubes. Room service. Atmospheric restaurant and lounge. * 
Sun deck. Private dining rooms. Free swimming privileges at Acres 
Cabana Club. Phone HA 7-8200. Teletype C6-82 = 
@ 


Closest to all Chicago convention centers. Suites 


Memberse and sample display rooms. Private meeting and 
Best Western Motels, nw 
Quality Courts ‘All major credit cards accepted. 





Write for rates. free maps and folders. 


Ail MOTEL™ 


=} 


Michigan Ave. at 12th St., Chicago, Ill. 








SANTA MONICAS 





and NEW TOWER 
Celifornia’s World Famous Resort overlooking the Blue Pacific where Wil- 
shire meets the sea. Twenty minutes from International Airport. 450 luxuri- 
evs rooms and bungolows, all with television and radio. Complete convention 
facilities. Banquet rooms for up te 2,000, air-conditioned. Exciting new 
Venetian Room and Cantonese Room. Swimming pool... Beautiful grounds 
and landscaped gardens. Rates from $8. 


Across the U.S.A. and in HAWAII 


MASSAGLIA 
CREST OF GOOD LIVING 


JOSEPH MASSAGLIA, JR., President 
Santa Monica, Calif, Hotel MIRAMAR 


San Jose, Calif. Hotel SAINTE CLAIRE Washington, D.C. Hotel RALEIGH 
Gallup, N. M. Hotel EL RANCH Conn. Hotel BOND 


[s) artford, 
Albu woraee N.M. Hotel FRANCISCAN Pittsburgh, Pa. Hotel SHERWYN 
Honolulu Hotel WAIKIKI BILTMORE Cincinnati, O. Hotel SINTON 


CHICAGO MIDWEST HEADQUARTERS 


BOOKING OFFICE 200 E. WALTON DE 7-6344 
World famed hotels—Teletype service—Television 











PROGRESSIVE Life Insurance Company 
Red Bank, New Jersey 


New Vice-President 


Lester H. Grubman, formerly assistant treasurer, has 
been promoted to the position of vice-president, new 
business and assistant treasurer. 


PROTECTIVE SECURITY LIFE Insurance 
Company, Beverly Hills, California 


OXFORD LIFE Insurance Company 


Scottsdale, Arizona 
Acquisition Approved 


Shareholders of Protective Security Life have ap- 
proved the acquisition of Oxford Life at a special meet- 
ing held on April 26. The merger plan has been sub- 
mitted to the Commissioners of California and Arizona 
for approval. Protective Security does a life and acci- 
dent and health business in several western states, while 
Oxford Life has been active in the life business in Ari- 
zona. 


SOUTHWEST INDEMNITY and Life Insurance 


Company, Dallas, Texas 
New President 


Harland L. Knight has been elected president of this 
company. 


STANDARD SECURITY Life Insurance Company 
of New York, New York, N. Y. 


Executive Promotions 


Martin L. Rein, formerly secretary-treasurer, has 
been appointed senior vice-president and secretary and 
will continue as chief administrative officer. Mr. Leonard 
I. Shankman, who is a limited partner of Ira Haupt and 
Company, has been elected treasurer and will direct fiscal 
and investment activities. 


STATE NATIONAL Life Insurance Company 
St. Louis, Missouri 


Control Acquired 


The Transit Casualty Company, St. Louis, Mo. has 
acquired control of this company, which will be operate:! 
as a life running-mate. Recently elected officers of State 
National are: Preston Estop, chairman of the board: 
J. D. Reeder, president; William T. Conway, vice 
president and secretary; Aloys T. Bolfing, treasurer : 
and Lloyd E. Boas, vice-president and general counsel 
This company has announced that it is offering a new 
line of life policies based upon the 1958 CSO Table and 
is in the process of being admitted to 11 additional states. 
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SUN LIFE ASSURANCE Company of Canada 


Montreal, Canada 


Executive Promotions 


L. Campbell, formerly vice-president and chief actuary 
and F, J. Cunningham, formerly vice-president and sec- 
retary, have been promoted to senior vice-presidents. 
J. W. Ritchie, formerly actuary, succeeds Mr. Campbell 
as vice-president and chief actuary. A. R. Hicks, asso- 
ciate treasurer, becomes secretary of the company, and 
T, M. Palp, associate actuary, becomes actuary. 


UNION RESERVE Life Insurance Company 
Minot, North Dakota 


Absorbs Parent Company 


The Union Reserve Life Insurance Company, which 
was a wholly owned subsidiary of the Great Northern 
Investment Company, has absorbed the parent company 
through merger. A two-for-one split was declared so 
that the shareholders of Great Northern Investment 
Company will receive two shares of Union Reserve Life 
for each share owned. 


WAYNE NATIONAL Life Insurance Company 
Detroit, Michigan 


New Company 


This company, with offices at 2626 Buhl Building, 
Detroit 26, Michigan, has been licensed with $600,000 
capital and surplus. The company will offer a complete 
portfolio of ordinary life insurance policies. The follow- 
ing are officers: president, Edward T. Stfang, Jr.; ex- 
ecutive vice-president, Kenneth Koppin ; vice-president 
and actuary, Alvin Borchardt; treasurer, Charles R. 
Emrick ; and secretary and counsel, Charles M. Bayer. 


WESTERN STATES Life Insurance Company 
Fargo, North Dakota 


Stock Dividend 


This company distributed a 3314% stock dividend to 
shareholders of record May 5 on May 15. This increased 
the total outstanding stock to 636,720 shares, par value 
$1 each. 


TERMINATIONS 


“ALTHOUGH MOST AREAS of the life insurance indus- 
try are well run today, one problem stands out as a 
serious threat to thé life insurance business itself,” stated 
John D. Brundage, C.L.U., president of Bankers Na- 
tional, at the New Jersey conference of General Agents 
and Managers in Atlantic City. Mr. Brundage con- 
tinued, “this is the problem of terminations which ob- 
structs a primary requisite of life insurance companies, 
that of building inventory.” He explained that while 
most businesses are constantly trying to maintain maxi- 
mum turnover, insurance companies are unique in that 
their aim is to husband inventory of both business and 


men, 














| LOS ANGELES, CAL. | 








DO YOU LIVE IN ONE 
OF THESE CITIES? 


| BOISE, IDAHO | 








ALEXANDRIA, LA. | 





Do You Want A General Agency 
of Your Own, Can You Fulfill A 
General Agent's Challenging Du- 
ties, Want to Make MONEY? 





| NEW ORLEANS, LA. | 








| JACKSON, MISS. | 








lf the answer is YES, then 
PIONEER AMERICAN is the Com- 
pany for YOU! 


| SAN FRANCISCO, CAL. | 








| COLUMBIA, S.C. | 








% EXCLUSIVE COMPETITIVE POLICIES 
%& AN AGENCY MINDED COMPANY 


%& TOP COMMISSIONS—VESTED RENEWALS | SAN ANGELO, TEX. 
AND BONUSES 


%& THE TERRITORY YOU NEED 


| OKLA. CITY, OKLA. | 














| HOUSTON, TEXAS | 





FOR FULL DETAILS WRITE TO 


ROBERT SCHULMAN, President 
P. O. Box 12127, Ridglea Sta., Ft. Worth, Tex. 






PIONEER AMERICAN 











Handsome neu 
Binders for your BEST'S NEWS 


Immediate ae 
. sold-em on 
Delivery 2 tones of rich 
e maroon; sturdy 
leatherette; 
$3.00 each, 8V0"x12Vi"x2%"; 





These rich-looking binders put your year’s 
supply of The News in one convenient place 
—making a dignified display and a useful 
reference in your office. 


Alfred M. Best Co., Inc. 
75 Fulton Street, New York 38, N. Y. 























Mail TO Alfred M. Best Co., Inc. 
Convenient 75 Fulton St., New York 38, N. Y. 
Coupon Please send ........... Best’s New 
TODAY! Binders at $3.00 each. ’ 
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Sales 


Aetna Life: Wrote accident-health insur- 
ance totaling $405,000 in annualized pre- 
miums in a recent two-week campaign. 





American General: Broke its all-time 
production record during March with 
adjusted volume of $18,553,426, almost 
$3 million above previous record set dur- 
ing similar campaign month in 1960. 


Bankers Life (lowa): New business for 
March totaled $34,796,595 ($24,884,094 
ordinary and $9,912,501 group). For first 
$ months new production amounted to 
$90,837,732 with ordinary reaching $64,- 
104,418 and group $26,733,314. Total life 
insurance in force continued to climb 
reaching a new high of $3,789,807,823 at 
end of month (ordinary $2,095,157,712 
and group $1,694,650,111). 


Business Men's: New life insurance sales 
for first 3 months were $100,057,321 as 
against $103,800,851 a year ago, a 3.6% de- 
crease, but premium income rose 5.6%. In- 
surance in force was $2,032,610,960, a gain 
of $30,903,972 for the quarter, compared 
with $1,785,376,778 a year ago. 


Columbus Mutual: Paid-for production 
in first quarter of 1961 amounted to $14,- 
073,110, an increase of $133,000 over 1960 
total ($13,839,843). Total insurance in 
force now stands at $548,318,123 as com- 
pared with $52,587,413 at end of first 
quarter in 1960. 


Conn. Mutual: First-quarter sales of $150 
million in new life insurance .were re- 
ported; despite near-record March busi- 
ness ($54,400,000), the total was 4%, under 
sales for same period of 1960. 


Equitable Life (lowa): New paid life 
during April amounted to $12,570,806, 
an increase of 20% over corresponding 
month in 1960. This brought total for 
first 4 months to $57,844,872, a gain of 
8.5% over same period last year. Life 
insurance in force at end of April in- 
creased to a new high of $1,789,869,545. 


General America: Year-to-date sales of 
individual life are up 10% over compara- 
ble period last year. In every month in 
1961 individual life sales have shown an 
increase over same month in 1960. In- 
dividual health sales for first 4 months 
were up 104% over first third of last 
year. April health insurance production 
was 139% above the figure for same 
month in 1960. 


Guarantee Mutual: Total production of 
$16,018,653 for March was largest single 
month in history. 


Guardian Life: Passed the $2 billion 
mark of life insurance in force during 
April. 


Hawaiian Life: Reported that sales for 
first 4 months of 1961 have better than 
doubled the corresponding period of 1960. 
Paid and issued business showed a 120% 
increase year-to-date. 


Homesteaders Life: New issued and paid 
business during April reflected a gain 
of 3.5% over April of last year. The 
issued and paid gain for the first 4 months 
of 1961 is 59.4%. 


94 


Lutheran Brotherhood: Total insurance 
issued and paid-for during April was 
more than $20 million, an increase of 
13.1% and a gain of more than $2,300,000 
over April, 1960. Business for the first 
four months totaled $76,679,938, more 
than $3 million ahead of similar period 
last year. 


National Life Ins.: New insurance paid- 
for of $100,262,065 was reported in first 
quarter, up 20% from $83,509,140 in same 

eriod 1960. The average policy written 
in Jan.-Mar. rose to $19,760 from $16,056 
in same 3 months last year. 


Northwestern National: Sales of new 
life to individuals amounted to $44,158,- 
000 during first 3 months of 1961 as com- 
pared to $37,614,000 during the same 
period a year ago. Group life sales were 
off—being $22,347,000 as compared to 
$46,310,000 in first quarter of 1960. Total 
insurance in force is now $2,433,719,000, 
representing a gain of $39,858,000 since 
the first of the year. 


Ohio State: Insurance in force in first 
quarter of 1961 climbed from $533,561,- 
905 to $544,329,487 for an increase of 
$10,767,582. Production figures for March 
were well ahead of same month in 1960. 


Philadelphia Life: During April new paid 
business increased by 49.6% over same 
month in 1960. During the first 4 months 
of 1961 new business paid-for increased 
by 51% compared to like period in 1960. 


Provident Life & Acc.: Has passed the 
$3 billion mark of life insurance in force. 


United Life & Acc.: New business paid- 
for in first quarter of 1961 amounted to 
$19,625,552 compared with $16,899,974 in 
first quarter of last year and resulted in 
an increase in insurance in force at an 
annual rate of 8.4% against 6.5% increase 
shown in same period of 1960. Total 
life insurance in force as of March 31 
was $452,258,626 with total new insurance 
paid-for in first quarter of $20,334,017. 
Health premiums continued to grow in 
this quarter with an increase of 14% 
in net premiums paid-for as compared to 
first three months of 1960. 


United Services: Has passed the $500,- 
000,000 mark of life insurance in force. 


Ass’n Notes 


Accident & Health Undrs. Ass'n of New 
Orleans: Newly-elected officers: President, 
William F. Judice (Judice Ins. Agency): 
president-elect, Edward C. Linck, Jr., 
(Continental Cas.); vice president, Mattie 
E. Herrick (Mutual of Omaha); secretary, 
Maurice Grossman (World Ins.); and treas- 
urer, Kelly Van Matre (Occidental Life). 


American Society of CLU: Des Moincs 
Chapter elects officers: President, Ernest 
J. Wills (sales promotion manager, Equita- 
ble of Iowa); vice president, Roland E. 
Franquemont (director of sales promotion, 
Bankers Life); and _ secretary-treasurer, 
Clark B. Fuller (agency manager, Pruden- 
tial). 


Chicago Ass'n of Life Undrs.: The North 
Surburban Branch named Robert P. 
Reihsen of Northwestern Mutual as presi- 
dent to succeed William G. Manbeck of 
N. Y. Life. Other officers named were: 
Ist vice president, Alfred A. Gliemi (Pru- 


dential); 2nd vice president, Philip W 
Adolphus (N. Y. Life); secretary, Sid j. 
Stiegel, CLU, (Metropolitan); and treas- 
urer, William R. Ryno (Conn. General). 


Health Insurance Ass'n: H. Lewis Rietz, 
executive vice president of Great Southern 
Life, was elected president succeeding Mil- 
lard Bartels, chairman of insurance execu- 
tive committee of Travelers Cos. Henry 
S. Beers, president of Aetna Life, was 
named vice president and re-elected were 
R. L. Paddock (president, Time Ins.) as 
secretary and J. W. Scherr, Jr. (chairman 
of board, Inter-Ocean Ins.) as chairman o| 
public relations committee. 


Insurance Acct'g & Stat. Assn: George 
R. Boyer, systems analyst of Harleysville 
Ins. Cos., was elected president of the 
mid-Atlantic Chapter. 

Norton R. Feldman, comptroller of 
Old Equity Life, has been elected a di- 
rector and treasurer of the Greater Chi- 
cago Chapter. 


Insurance Club of Dallas: Bill Johnson, 
managing partner of Jones-West & John- 
son Agency, was elected president; Gordon 
Durden, ist vice president; E. D. Speer, 
2nd vice president; Lewis E. Grigsby, 
secretary; and Hugh Gossett, treasurer. 


Life Ins. Institute of Canada: Morgan S. 
Crockford, assistant general manager and 
secretary of Excelsior Life, is the new presi- 
dent. 


Minneapolis Ass'n of Health Undrs.: 
Gordon L. Williams, sales development 
manager of Northwestern National, was 
elected president. Other new officers are: 
Vice presidents, P. Donald Teefy (Wood- 
men Acc.) and Elmer D. Stemsrud (Guar- 
antee Mutual); and _secretary-treasurer, 
Orlie L. Long, Jr. 


National Ass'n of Life Underwriters: Dr. 
James A. Byrd, former assistant professor 
of finance at University of Texas and cur- 
rently vice president and economics ad- 
visor of National Bank of Commerce, 
Houston, has been named executive vice 
president to succeed Lester O. Schrive 
upon his retirement sometime this fall. 


Nebraska Insurance iInst.: Officers 
elected: president, Grant Reed (Midwest 
Life) succeeding Ed Muffit (United Benc- 
fit); and secretary-treasurer, Vernon H. 
Wood (Woodmen of World Life). 





RATE HEARING 


HEALTH INSURANCE PLAN of 
Greater New York, a non-profit 
medical expense indemnity plan op- 
erating in New York City and 
nearby counties, has applied to the 
New York Insurance Department 
for approval of an increase in sub- 
scribers’ premium rates as of Sep- 
tember 1. A public hearing was held 
on June 1 at the New York County 
Lawyers’ Association at 14 Vesey 
Street, New York City, on the ap- 
plication. : 
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Policy Changes 


American Life Insurance Company of 
New York has a new series of group con- 
tracts available in New York, Connecticut 
and New Jersey. The group contracts 
can be tailor-made to include life, acci- 
dental death and dismemberment, weekly 
disability benefits, hospital, surgical, med- 
ical, as well as other special benefits. 
Group creditor’s life insurance plans are 
also available. 


Continental Assurance has a new series 
of ordinary life insurance policies, par 
and non-par, based on the Commissioners 
1958 Standard Ordinary Mortality Table. 
Policy language has been simplified. The 
company also has two new group con- 
tracts, one which pays monthly income 
in the event of total permanent disability 
prior to age 60 and then pays the face 
amount of the policy on death, and the 
other automatically provides monthly pay- 
ments to the beneficiary for 12 or 24 
months. 


Crown Life has entered the group pen- 
sion field in the United States. For the 
present the company will concentrate on 
deposit administration plans. 


Guardian of New York has revised its 
group major medical plans and is in- 
cluding a corridor deductible plan in 
addition to au integrated deductible, and 
is offering automatic reinstatement of the 
surgical limit after one year, as well as 
new flexible limits. 


Independence Life of America, Pasadena, 


Calif., has two new group medical ex- ~ 


pense plans featuring the use of the 1960 
Relative Value Study, for groups of ten 
or more employees and their eligible de- 
pendents. 


Life of Virginia has increased the maxi- 
mum which it will issue on one life to 
$400,000 from $300,000. Maximum addi- 
tional double indemnity on one life is 
also increased to $100,000, from $50,000. 


Municipal Insurance Company of Amer- 
ica, Chicago, Ill, has announced a new 
major hospital expense policy which pro- 
vides for unallocated surgical benefits 
equal to 75%, of charges made for surgi- 
cal treatment, or, if no surgery is per- 
formed, $10 per day, for doctor's calls 
at the hospital, subject to a maximum of 
$500. 


New England Life has increased acciden- 
tal death benefit limits on new policies. 
New limits are $50,000 at ages 5-24, 
$100,000 at ages 25-29, $150,000 at ages 
30-55, and $100,000 at ages 56-60. Total 
coverage in all companies may not ex- 
ceed $200,000. 


North American, Canada has announced 
an increase in its dividend scale effective 
on policy anniversaries after June 30. 
Dividends left on deposit will be allowed 
3.6%, interest and the same interest will 
be credited on policy fh pon left on 
deposit and interest dividends on annuity- 
certain portions of supplementary con- 
tracts. 


Phoenix Mutual has increased dividend 
scales and interest rates, effective July 1. 
The rate on settlement options and ac- 
cumulations will be 3.75%; on auxiliary 
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funds left with the company in connec- 
tion with pension and profit-sharing plans 
where such funds qualify for special tax 
status—3.85%; and on premiums paid 
in advance 3.5%. 


State Mutual has raised underwriting 
limits on individual health licies. 
Maximum coverage issued without a 
medical examination on one, two, and 
five-year disability income policies has 
been increased from $250 to $300 Tr 
month, except that applicants for Eve 
year policies who are over 50 must be 
examined. Issue limits on ten year and 
disability-to-65 policies have been raised 
from $400 to $500 a month. Maximum 
participation limits in all companies are 
now $1,000. 


Union Mutual has increased its participa- 
tion limits on non-cancellable sickness 
and accident policies. The new limits for 
Classes Al, A2, and A3, will be $1,000 per 
month, except for doctors and dentists, 
where the limits will be increased to 
$1,200. Of these amounts, not more than 
$800 can be coverage that provides sick- 
ness benefits for five years or longer. 


United Fidelity has announced new term 
rates and plans. A policy fee system will 
allow credits for larger amounts of insur- 
ance. 





C.L.U. Questions—from page 79 


may result in termination of bene- 
fits. Disability income benefits are 
payable for the duration of disability 
until age 65 at which time the regu- 
lar retirement benefits begin. 

Dependent’s benefits will also be 
paid in the event of the disability of 
a worker who qualifies for benefits. 
Dependents’ benefits equal to 50% 
of the disabled worker’s primary in- 
surance amount are payable for each 
child under the age of 18 who is 
dependent upon him for support and 
for his wife who has an eligible 
child in her care or is age 65 or more. 
Reduced benefits may be paid to a 
disabled worker’s wife beginning at 
age 62. The total benefits payable 
to a family are subject to an over- 
all maximum, 

The law also provides benefits for 
children who become disabled prior 
to age 18 according to the definition 
of disability under the law and either 
are dependent upon a parent who is 
entitled to O.A.S.D.I. retirement 
benefits, or were dependent upon a 
deceased parent who was insured for 
survivor’s benefits. If a child re- 
mains continuously disabled, these 
disability benefits are paid indefi- 
nitely. Furthermore, a mother’s bene- 
fit will be provided to a mother who 


has such a disabled child in her care 
as long as the child is entitled to re- 
ceive benefits. The amount of the 
benefit for a disabled child is equal 
to either 50% of the parent’s pri- 
mary insurance amount if the parent 
is receiving retirement benefits, or 
75% of the primary insurance 
amount of a deceased parent who 
was insured for survivor’s benefits, 
as the case may be. 





TRADING STAMPS AS PRIZES 


CENTRAL STANDARD LIFE, of Chi- 
cago, Ill. recently initiated a sales 
incentive plan which uses King Korn 
trading stamps for awards. As a 
reward for production, the stamps 
are given to the agents or their 
wives, who may in turn use them 
for the usual trading stamp pre- 
miums, The trading stamps are not 
used to buy insurance. 





Obituaries 


Preus: J. A. O. Preus, chairman of the 
board of Lutheran Brotherhood and _ for- 
mer Governor of Minnesota, died May 24 
at the age of 77. One of the organizers 
of Lutheran Brotherhood in 1917, Mr. 
Preus had taken an active part in building 
the company, serving as er chairman 
since the post was created in 1922. He 
was Governor of Minnesota from 1921 to 
1925, during which time one of his nu- 
merous achievements was the building of 
the North Shore Highway, famed scenic 
route along Lake Superior. Before his 
election as Governor, he had served as 
insurance commissioner, and as state audi- 
tor. Stepping down from the governor's 
chair in 1925, he became vice -president 
of Alexander & Co., Chicago insurance 
brokers, a post which he held for many 
years. 

In addition to his duties with Lutheran 
Brotherhood, Mr. Preus was board chair- 
man of the American Merchants Mutual 
Insurance Co. and the American Volun- 
tary Mutual Insurance Co. both of Min- 
neapolis. He received an honorary doctor 
of laws from Gustavus Adolphus college, 
St. Paul, Minn. in 1921, and a doctor of 
civil laws degree, honoris causa, from his 
alma mater, Luther college, in 1957. Mr. 
Preus was a member of the Minneapolis 
Club, the Chicago Athletic Club, and the 
Chicago Club. 


Glasgow: Carl S. Glasgow, agent in Santa 
Barbara for Occidental Life of California, 
died April 30 in the crash of a light 
plane. He was 51 years of age. Mr. Glas- 
gow, who had been active in various 
insurance industry organizations, was en- 
route with his wife to Occidental’s west- 
ern regional convention in Portland, Ore- 
gon when the plane struck a ridge in 
dense fog. 
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Investment—from page 83 


of savings is invested by the house- 
hold in housing and durable equip- 
ment. This kind of investment has 
indeed become equally important 
with private business investment. 
Hence, a larger share of savings is 
being used for purposes which are 
not likely to initiate a downturn. 
Even though downturns do and will 
most likely continue to occur, their 
impact is likely to be less extreme as 
a result of these factors. 

Up to‘ now, pension funds have 
exhibited a rather bearish attitude 
towards mortgages. The assets of the 
self-administered pension funds are 
now well over $25-billion, and their 
growth is at an annual rate of $21%4- 
billion. Only about $300-million out 
of their total assets are currently 
invested in mortgages. This requires, 
in my opinion, a re-evaluation of the 
investment portfolio; otherwise, 
considerable opportunities will be 
lost. F.H.A. mortgages produce over 
a reasonably long period a far more 
favorable yield than government 
securities. In fact, their yield is 
superior to many reasonably safe eq- 
uity investments. It is true that equi- 
ties often reflect growth more than in- 
come investments, but no sound in- 
vestment portfolio would ignore the 
fixed-income advantages of long term 
debt investments. There has to be 
_a balance between the two, and it is 
a question only of whether the mort- 
gage is a safe and profitable long 
term debt investment. A study of 
different kinds of F.H.A. mortgages, 
such as the Capehart, etc., will reveal 
that yield can be much improved 
through acquisition of such mort- 
gages. 


Relatively Liquid 


Although pension funds and other 
trust funds do not require liquidity 
to the same extent as a bank, for 
instance, the mortgage is neverthe- 
less relatively liquid, especially for 
a long term asset, since the average 
life of a mortgage is about 12 years 
and more important than that, it 
is amortized during the course of 
its life. Experience in the last 25 
years has shown that the modern 
mortgage is at least as safe as any 
other important instrument of credit 
or equity. Commercial banks in re- 
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cent surveys inaugurated by the 
American Bankers Association have 
reported that fewer than 1,000 mort- 
gages went to foreclosure during the 
last year. This to my mind is a 
remarkable record, but in a way not 
surprising. A home has a great deal 
of meaning to the average family 
and is generally not abandoned very 
quickly. The average family today is 
a far sounder risk because the Amer- 
ican standard of living has raised 
family income to about $7,000 a year. 
This has made the average household 
truly creditworthy, especially so far 
as its mortgage obligations are con- 
cerned. It follows that as income 
rises, more and more families can 
better afford to own their own homes 
or pay the rent required if they do 
not. The real issue so far as credit 
risk is concerned is not so much 
whether the average family will re- 
pay its mortgage obligations. Experi- 
ence of the last 25 years has proved 
that it will. The motives are indeed 
very strong. The question is whether 
the American economy will survive 
reasonably strong. I think that it 
will; but if it does not, all invest- 
ments will be adversely affected and 
the mortgage will be no exception. 
These factors indicate to me that the 
mortgage is a good investment and 
one which has a rightful place in 
every sound investment portfolio. 


Adverse Effects 


If large investment pools discrimi- 
nate against the mortgage, results 
may prove undesirable quite apart 
from the adverse affect such a policy 
would have on housing. If large and 
rapidly growing pools of credit such 
as pension funds limit their invest- 
ment to equities and debentures, they 
may create an artificial demand for 
these papers so far as the market 
is concerned. In other werds, a de- 
mand for bonds not determined by 
actual market conditions (for ex- 
ample, when mortgages are being 
avoided) is bound to depress inter- 
est rates on bonds over time, and 
therefore affect adversely the earn- 
ings of investors. Investments in 
equities that are not determined by 
a process which considers all avail- 
able assets will affect the price of 
these equities in a way that does not 
truly reflect growth or earnings. This 
too may produce undesirable effects. 
In other words, from the economic 


point of view as a whole, and the 
investors’ point of view specifically, 
the best results are achieved if in- 
vestment portfolios are balanced in 
line with true market conditions and 
are not hindered either by bias or by 
mechanical difficulties. 


In my opinion, banks can do a 
great deal to help pension and trust 
fund administrators select mortgages 
for their portfolios. It has been prof- 
itable for a number of banks already 
to originate and service mortgages 
with the objective of selling them to 
long term investors such as pension 
funds. The banks have behind them 
capital, surplus, reserves, and man- 
agement skills. These are worth a 
great deal to a long term investor. 
There is no reason why a bank can- 
not originate mortgages and service 
these for regular investors. When the 
long term investor and the bank 
have a permanent relationship, they 
will understand each other and be 
able to assist each other for the bene- 
fit of both. The bank can select 
mortgages of the kind, for example, 
that a long term investor desires and 
then service these mortgages for him. 
If this idea were properly developed, 
and I think it will be, banks and 
pension funds both can benefit tre- 
mendously from the expansion of 
mortgage credit in the United States 
and the profits it will bring to those 
who participate. 

In the beginning, F.H.A. mort- 
gages might prove especially desir- 
able for this purpose. There is no 
reason, however, why the conven- 
tional mortgage cannot be reshaped 
into an instrument of credit which 
can be put to many uses such as the 
bond, for example. The A.B.A. is 
now examining this very carefully, 
and I am sure that progress will be 
made in that direction before very 
long. 





ACCIDENT DEATHS 
DECLINE 


ACCIDENTAL DEATHS in the United 
States fell from a rate of 60 per 
100,000 population in 1950 to 52 in 
1960, according to statisticians of 
the Metropolitan. Accidents still take 
about 93,000 lives a year, however, 
and are outranked only by the cardio- 
vascular diseases and cancer as a 
cause of death. 
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Wiles Compan H 
United Services Life, ae 
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(New_ Vice President) 
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Tressel & Associates, Harry 
Union Central Life, Cincinnati, O 
United Benefit Life, Omaha, Nebraska 

United Insurance Co. of America, a ae Il 
United Services Life, Washington, D. C. 
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“The above discriminating list of clients recognize that an advertisement in BEST'S INSURANCE NEWS is a mark of 
distinction as only those insurance companies which receive our recommendation are permitted to advertise in its columns.” 
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